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Although  Massachusetts  can  boast  of  having  undergone  an  "econo 
miracle"  compared  to  other  parts  of  the  country,  it  has  not 
necessarily  paid  more  attention  to  its  infrastructure  needs, 
particularly  its  local  roads.     Partly  this  reflects  the  prevailing 
national  tendency  to  spend  less  on  such  needs;  public  works  capital 
spending  at  all  levels  of  government  has  been  declining  during  the 
past  twenty  years  (1),  and  data  from  the  U.S.  General  Accounting 
Office  Show  that  state  and  local  capital  investment  on  public  works 
has  fallen  37%,  from  a  high  of  $35.9  billion  in  1968  to  $22.6  billi 
in  1982   (both  figures  in  constant  1972  dollars) .     Measured  in  per 
capita  terms,  state  and  local  public  works  spending  declined  from  $179 
per  person  in  1968  to  $95.9  per  person  in  1982.(2)     while  the 
nationwide  decline  started  before  the  1980s,  there  is  no  doubt  that  in 
some  states  the  problem  of  inadequate  funds  for  infrastructure 
maintenance  has  worsened  in  this  decade  of  taxpayer  revolt. 
Massachusetts  is  such  a  state.     The  enactment  of  Proposition  2  1/2  in 
1981  limited  the  funds  available  to  local  governments  in  a  particularly 
stringent  manner.     Towns  and  cities  made  tougher  choices  and  thus 
allowed  some  programs  to  suffer. 

Today,  we  face  a  situation  where  many  towns  and  cities  have 


deferred  local  road  maintenance.     On  a  broad  scale,  research  by  the 
Massachusetts  Taxpayers'  Foundation  (MTF)   found  that  capital  spending 
by  local  government  was  declining  in  real  terms  prior  to  Proposition. 
2  1/2's  introduction  in  1981,  but  then  dropped  sharply  in  FY  1982:  ' 
real  spending  fell  55%  from  the  three-year  average  just  prior  to 
enactment. (3)     Local  spending  for  road  operating  expenses  had  been 
rising  in  real  terms  but  then  fell  by  7%  in  FY  1982.(4)     The  rise  in 
operating  expenditures  before  2  1/2  is  less  reassuring  than  it  appears, 
however,  since  less  capital  spending  will  always  require  more  operating 
costs  to  keep  infrastructure  usable. 

The  figures  for  the  broad  category  "operating  costs"  do  not  focus 
on  maintenance  versus  all  other  activities.     The  difficulty  lies  in  the 
nature  of  local  record-keeping,  which  is  crude  by  state  standards, 
hindering  detailed  analysis  of  whether  road  spending  is  for  pavement 
maintenance  or  for  other  activities.     The  Metropolitan  Area  Planning 
council  estimates  that  local  spending  for  road  maintenance  declined 
by  over  50%  in  the  greater  Boston  area  between  1978  (before  2  1/2) 
and  1985;  in  1986  dollars,  spending  fell  from  $56  million  annually  to 
$26  million. (5)     Little  reason  exists  to  believe  that  the  rest  of  the 
state  fared  much  better,  though  for  lack  of  data,  this  analysis 
assumed  that  the  percentage  of  highway  budgets  spent  on  maintenance  did 
not  change  from  year  to  year,  and  thus  cannot  take  into  account  the 
possibility  that  a  higher  or  lower  proportion  of  local  highway  budgets 
was  spent  on  maintenance  over  the  last  several  years. 

So  while  it  is  hard  to  pin  down  changes  in  particular  types  of 
local  highway  accounts,  less  total  local  road  spending  combined  t 
with  inventory  reports  of  mediocre  road  quality  (6)  suggest  that 
some  kind  of  redress  is  in  order.     This  conclusion  will  not  startle 
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the  ordinary  citizen.    Many  drivers  fa™n  ■ 

Boston  .ave  =o»e  .o„e  at  3o„e  po  n  - 

on.  radio  =aii-in  .r.:^:::::::  ^^-^^^ 

-=3tions  o.  .3pe=iaiiy  .ad  pot.oies,-        t  ^" 
-  .i,,est  .ot.oie,  t.ere.y  o  t         J^^^^  ^ 

extra  incentive  to  .ii.  ..^  .ies.     B.t  ane  do  Z 
study  .ound  t.at  iocai  roads  wit.in  iox  greater  o 
would  reouire  SI ii  '"''^er-Boston  co^unities 

alX  local      V  "  "^''^  - 

1    al  roads  to  excellent  condition,-  t.e  amount  tempered  .y  econo 

realxty  and  practical  considerations  is  5113  „iuion 
would  brino  lo^.i        .  nillion  annually,  which 

^  oiTing  local  roads  to  "T-oao^^.w-i  .. 

reasonable"  condition. f?^  Thi= 
the  reno>.^-  «i    •  ^J.on.(/;     This  amount, 

h    report  cla.„s,  would       well  above  the  current  spending  on 
Maintenance,  but  well  below  that  needed  if  road  conditions  d  t  ■ 
further  i-r.  ^-k^  conditions  deteriorate 

rather  than  repaired. 

The  MAPC  study  reached  conclusions  si„iliar  to  a  1982  st  .  . 
Xhe  .oad  m^r^ation  .o,ra.  „„hin,ton  ,  t  1 

=un    that  the  state  as  a  whole  needed  to  spend  .00  .mln  L 

the  K.PC  ..^res  .or  the  greater  Boston  are,  and  extrapolating,  i 
ou  d  c  ^^^^^  ^^^^  ^^^^^^^       ^^^^^  ^^^^^ 

xcellent  condition,  and  about  ,350  million  to  brin,  all  roads  to 
reasonable.,  condition  (both  .i^res  are  annual  expenditures  over  a 
en-year  period.,     Thereafter,  both  studies  clai„,  annual  spending  on 
local  roads  need  only  be  a  small  amount. 
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The  Prob1f>m  and  th^  p^ie  of  Thi<.  Pop^>.^ 

When  thinking  of  possible  ways  to  fund  more  local  road 
maintenance,  one  should  first  consider  why  the  current  decline  came 
about.     Perhaps  local  roads  have  been  an  easy  target  because  in  the  ^ 
Short  run  roads  can  do  without  funds  and  appear  to  stay  in  reasonable 
Shape,  allowing  local  governments  to  spend  money  in  areas  where  cutbacks 
are  immediately  evident,  such  as  schools,  or  fire  and  police 
protection.     The  problem  may  become  compounded  when  localities  have  no 
systematic  method  for  determining  when  roads  should  be  maintained,  and 
thus  do  not  understand  the  tradeoff  between  spending  now  for  routine 
maintenance  and  spending  later  for  emergency  maintenance  or 
replacement.    (As  this  report  will  examine  later,  the  existing  incentive 
structure  of  state  assistance  programs  may  also  lead  to  poor  spending 
decisions  at  the  local  level.)     This  "management  factor"  certainly  is 
relevant.     In  a  1982  study,  the  Massachusetts  Taxpayers  Foundation 
stated  that  infrastructure  problems  were  compounded  by  the  lack  of 
local  management  expertise  in  capital  planning. (9) 

To  begin  to  correct  the  lack  of  understanding  of  tradeoffs  at 
the  local  level,  the  MAPC  has  set  up  a  pilot  program  for  training 
highway  superintendents  in  the  techniques  of  pavement  management. 
The  program  aims  to  help  highway  superintendents  understand  the 
condition  of  their  road  inventory  and  the  amount  of  funds  needed  to 
improve  overall  conditions,  as  well  as  to  help  the  localities  spend 
funds  more  efficiently.     This  report,  then,  tackles  the  second 
aspect  of  the  problem  by  identifying  and  refining  options  to  help  fund 
the  increased  amount  of  needed  maintenance.     (While  better  highway 
management  by  localities  may  lead  by  itself  to  more  efficient  use  of 
funds,  thereby  decreasing  the  amount  needed  to  improve  roads,  this 
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report  will  take  the  full  amount  into  consideration., 


Thxs  section  sets  up  a  framework  for  evaluating  the  .any 
possible  funding  options.     The  section  first  finds  that  both  state 
and  local  governments  should  help  with  funding,    it  then  explains 
how  the  1986  Revenue  Cap  plays  a  large  role  with  both  state  and 
local  options.    Third,  it  explains  the  criteria  of  equity, 
efficiency,  and  politics  that  help  evaluate  all  options. 

What  lev^l  of  government  shoulH  rr""lde  th«  fnpH<„^, 

The  best  way  to  determine  what  level  of  government  should 
provide  funding  is  to  study  the  nature  of  the  roads  in  question  to 
determine  who  benefits  from  their  existence.    An  examination  of  the 
statewide  road  system  leads  to  the  conclusion  that  the  responsibility 
for  funding  should  be  split  between  the  state  government  and  local 
authorities. 

The  roads  that  are  the  subject  of  this  report  include  only  those 
roads  not  serviced  by  state,  federal,  and  other  authorities  unconnected 
with  local  government.     Roads  under  the  jurisdiction  of  local  govern- 
ment are  then  divided  into  three  categories: 


LOCAL  SERVICE  roads,  which  are  intended  to  serve 

rnTT^'n^^o*^^^^®"  rather  than  through  traffic 

COLLECTOR  roads,  which  serve  to  connect  the  LOCAL  SERVICE 

roads  to  the  nearest  ARTERIALS 
ARTERIAL  roads,  which  move  traffic  among  population 

centers;  this  includes  city  throughways 


5 


This  report  uses  "local  roads"  to  mean  all  three  subcategories 
described  above.     The  term  "local  service  roads"  is  used  precisely 
as  defined  above,  and  is  not  interchangeable  with  "local  roads." 

To  help  in  the  design  of  funding  options,  Table  1  shows  the 
breakdown  of  categories  within  the  Commonwealth: 

TABLE  1:  ROAD  SYSTEM  WITHIN  THE  COMMONWEALTH 
Bv  Jurisdiction 

5^2^®      m  2881  miles  (8.5%) 

MDC,  MA  Turnpike  Authority,  others  853  miles  2  5% 

Local-Accepted  26254  miles  (77.7%) 

•  3806  miles  (11.3% 

TOTAL  33794 

♦Unaccepted  roads  are  those  not  officially  accepted  as  town 
or  city  roads  by  local  authorities,  but  which  will  ultimately 
fall  under  local  jurisdiction.  ^ 

Bv  Subcategory  of  Local  Roads 

Local  Service  20380  miles  (67.8%) 

Collector  6198  jailea  (20.6%) 

tS^at  3*^3  (11.6%) 

TOTAL  30061 

SOURCE:  MDPW  Bureau  of  Transportation  Planning  and  Development, 
Statewide  Transportation  Section,  current  data. 


A  good  case  exists  for  requiring  local  funding  for  the 
maintenance  of  local  roads.     The  tables  indicate  that  a  majority  of 
roads  within  the  Commonwealth  are  local  roads  (accepted  and 
unaccepted,  89%).  The  state  already  funds  state  and  MDC  roads, 
however,  so  the  relevant  issue  is  to  see  how  much  of  the  local  roads 
serve  strictly  local  interests,  or,  in  other  words,  have  no  "broad 
use"  characteristics.    Local  service  roads  are  those  designed  to 
serve  property  abutters,  in  contrast  to  collectors  and  arterials  that 
serve  largely  to  move  traffic  from  point  to  point.    While  one  may 


argue  that  collectors  and  arterials  serve  the  general  public,  and  not 
merely  those  living  and  doing  business  along  the  way,  the  argument  is 
harder  to  make  with  respect  to  the  local  service  streets,  which  are 
built  with  purely  local  interests  in  mind  (to  allow  the  property 
abutters  to  travel  to  and  from  their  residences.)     And  as  the  table 
Shows,  just  over  two-thirds  of  all  roads  under  local  jurisdiction 
exist  for  the  purpose  of  local  benefits,     m  this  sense,  those 
receiving  local  benefits  should  pay  for  them,  and  therefore  local 
governments  have  a  direct  responsibility  to  provide  significant 
funding  for  local  road  maintenance  improvements. 

At  the  same  time,  the  fact  that  almost  one-third  of  local  roads 
serve  the  interests  of  the  general  public  requires  that  the  state 
assist  localities.     Economic  logic  indicates  that  assessing  a 
locality  the  full  cost  of  maintaining  a  road  used  by  substantial 
numbers  of  out-of-town  drivers  makes  little  sense.  Furthermore, 
even  some  local  service  roads  receive  "public"  use.    As  an  official 
at  the  Department  of  Public  Works  put  it: 

"Everyone  knows  the  shortcuts  over  sidestreets  that  gets 
them  around  a  traffic  light  or  a  busy  intersection.  The 
roads  aren't  designed  for  that  extra  use,  but  they  get  it 
anyway."  (lo)  '  ^ 

So  a  combined  effort  by  localities  and  states  makes  good  economic 
sense.     Such  a  system  is  already  in  place;  localities  appropriate 
funds  for  road  work,  while  the  state  also  provides  aid  (as  discussed 
in  Section  IV) .     Therefore,  this  report  will  analyze  both  local  and 
state  options,  and  then  analyze  how  the  best  of  both  types  might  be 
combined  to  create  a  rational  funding  system. 
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^Ontrotl  ■  ....    riTTT-n    or  i^rTi«i.*.< 

f^^v^        Jirfeq4?A?T;ion;  The  1986  po^/enue  Pap 
Before  considering  a  »ix  of  possible  local  and  state  options  to  ■■ 
fund  road  maintenance,  one  must  consider  the  effect  of  the  1986 
Revenue  Cap,  which  passed  by  referendum  in  November  of  that  year.  " 
This  referendum  sought  to  limit  the  size  of  state  government  by 
limiting  the  growth  of  state  revenue  on  an  annual  basis. 

The  major  implications  of  this  law,  cited  as  Chapter  555  of  the 
Acts  of  1986,  are  as  follows: 

(a)  Any  year's  state  tax  revenue  growth  i«  n™<i-o.^  *u 

«""chusetfs  ;;^ge^"and  sa!ar!ls  over 
the  last  three  years,    m  other  wo?d8,  state  gSvlrn^ent 

econo^Tr"*'^^"  "  the  slatl-s 

economic  growth  rate.  a 

a??  t^-2^oi°?  °'  includes,  but  is  not  limited  to, 

ail  types  of  income,  sales,  and  exeia«  h»v«-  I  ^ 

bSnd"?L'""'"  '"^"^  i-^^-al^e^^^rL'^ents^'^^oceed 

bond  issues  or  payments  needed  to  retire  debt    earnings  nn 

investments,  and  service  charges  like  sewer  aid  wSer^fees. 

^""^  f^^'P^y  law's  intent  by  passina 

raise  an  exilt?n«'?^  authority  to  local  governments 
-uJSnr.??^  f    ^''^.^2''        implement  a  new  tax.     If  such 
authority  is  granted,  the  allowable  state  tax  revenues 
are  decreased  by  the  amount  of  additional  locaPrevenue . 

By  itself,  this  law  means  that  it  is  not  enough  to  convince  the 
state  authorities  that  more  money  is  needed  to  improve  the  condition 
of  local  roads;  an  additional  hurdle  now  exists  since  any  large 
program  expansion  can  only  occur  at  the  expense  of  some  other 
existing  program.     (The  state  has  been  at  its  revenue  limit  since  the 
enactment,  and  indeed  had  to  refund  taxpayers  $29.2  million  in  FY 
1987.(11))     Unless  the  state  uses  bonds  and/or  fees,  increasing  the 
funding  for  local  roads  by  $350  million  annually  would  require  the 
reduction  of  some  other  state  program  by  a  similiar  amount,  which 
makes  the  goal  even  more  difficult. 

However,  the  revenue  cap  issue  is  not  completely  straight- 
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forward.     Two  weeks  prior  to  the  referendum,  the  Massachusetts 
legislature  passed  a  more  lenient  alternative  that  (a)   allows  the  state 
to  exceed  its  limit  for  the  purposes  of  increasing  revenues 
earmarked  for  local  aid,  and  (b)  does  not  count  increased  local 
revenues  in  the  overall  state  count.     This  law,  then,  gives  the 
state  more  latitude  for  assisting  localities.     By  this  statute 
(Chapter  488  of  the  Acts  of  1986),  strictly  local  options  would  not 
fall  under  the  purview  of  the  Revenue  Cap,  and  state  revenue 
earmarked  for  a  specific  purpose  might  also  escape  the  limit. 

■    Due  to  the  relatively  recent  passage  of  these  laws,  some 
confusion  exists,     with  both  tax  caps  on  the  books,  which  one 
actually  takes  precedence  remains  unclear;  further  legislation  is 
needed  to  resolve  the  uncertainty. (12)     Certainly  if  the  referendum 
law  ends  up  taking  precedence,  then  the  range  of  viable  funding 
options  would  be  more  constrained. 

Criteria  for  Screening  Funding  Qptiona 

This  report  analyzes  a  large  number  of  local  and  state  options. 
To  help  evaluate  then,  it  is  best  to  first  list  and  define  the  relevant 
criteria  that  will  serve  to  differentiate  the  options.     These  criteria 
are  the  standard  ones  found  in  any  substantial  discussion  of  public 
finance;  they  fall  into  three  broad  categories: 

Equity  addresses  the  issue  of  fairness.    The  principle  of  user 
equity  says  that  people  using  the  same  amount  of  a  service  should  pay 
the  same  fee  for  its  use;  in  other  words,  it  is  not  fair  to  charge  a 
flat  fee  to  those  who  use  a  lot  of  the  service  and  those  who  use 
only  a  little  of  it.     (This  type  of  equity  ties  in  very  closely  with 
efficiency,  which  is  discussed  below.)     Income  equity  says  people 
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Should  be  Charged  according  to  their  ability  to  pay;  society 
aocnowledges  the  different  inco.es  among  citizens,  and  does  not  wish  . 
to  have  poor  households  pay  a  larger  percent  of  their  incomes  than 
wealthier  households  for  the  same  service,     a  tax  or  fee  that 
results  in  wealthier  households  paying  a  larger  proportion  of  income 
than  poor  households  is  said  to  be  progressive;  in  the  opposite 
case,  the  tax  or  fee  is  regressive. 

Efficiency  addresses  the  issue  of  how  well  society  uses  its 
resources.     The  concept  has  many  dimensions;  this  report  will  focus 
on  just  three: 

(a)  the  administrative  cost  burden; 

(b)  the  distortion  cost  burden;  and 

(c)  the  "real  value  of  use"  element. 

The  administrative  burden  is  unavoidable,  since  any  tax  or 
fee  collection  requires  the  state  to  use  resources  for  collection 
and  enforcement;  the  issue  is  how  large  the  administrative  costs  are 
compared  to  the  tax  revenue.    Generally,  taxes  or  fees  with  smaller 
administrative  burdens  are  preferred,  but  tradeoffs  must  be  made.  A 
particularly  striking  dilemma  comes  with  a  user  fee  system.    Such  a 
system  does  a  good  job  of  measuring  and  assessing  costs  to  citizens 
based  on  amount  of  use,  which  means  it  does  a  good  job  in  the  user- 
equity  sense.    At  the  same  time,  however,  a  system  charging  incremental 
costs  for  incremental  usage  must  incur  large  administrative  costs  to 
keep  track  of  the  transactions.     The  danger  is  that  large  administra- 
tive costs  may  eat  up  so  much  revenue  as  to  negate  any  advantages, 
and  thus  force  authorities  to  fall  back  on  more  blunt,  but  simpler, 
systems  to  raise  revenue. 

Another  part  of  the  efficiency  concept  is  that  of  minimizing  the 
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distortion  cost  burden.     The  distortion  issue  has  many  facets,  but  in 
general  it  focuses  on  how  a  tax  or  fee  will  change  people's  behavior  in 
ways  that  make  sense  to  the  individual  while  not  making  sense  for 
society.     suppose,   for  example,   that  Massachusetts  taxes  liquor  at 
significantly  higher  rate  than  New  Hampshire.     Individuals  will 
time  and  gasoline  to  drive  to  New  Hampshire  to  buy  liquor,  while 
this  may  save  the  individuals  money,  from  society's  perspective  the 
time  and  energy  spent  to  go  to  New  Hampshire  is  wasted—and 
Massachusetts  still  will  not  receive  the  tax  revenue,  since  the  liquor 
was  bought  in  another  state.     From  society's  view,  it  may  be  better  to 
reduce  the  Massachusetts  liquor  tax  in  order  to  save  time  and  energy. 

The  final  aspect  of  efficiency  is  communicating  the  real  value  of 
use.     If  the  method  of  funding  forces  those  incurring  the 
costs  to  actually  pay  for  the  service,  then  the  users  will  demand 
only  as  much  of  the  service  as  they  truly  need;  similarly,  the  voters 
who  have  to  pay  for  the  service  will  have  an  incentive  to  spend  the 
appropriate  amount  on  the  upkeep  if  they  understand  the  true  cost.  An 
example  is  a  service  fee  (a  flat  fee)  versus  a  user  fee  (a  variable 
fee  based  on  incremental  usage) .    The  variable  fee  is  not  only  more 
equitable,  as  noted  above,  but  it  is  also  more  efficient  since  it 
provides  an  incentive  for  people  to  use  only  as  much  of  a  service  as 
they  are  willing  to  pay  for  it,  while  the  flat  service  fee  provides 
no  such  incentive,  and  may  encourage  use  beyond  the  efficient  (as 
measured  by  willingness  to  pay)  level.     A  widespread  example  is 
local  water  service.     In  the  past  century,  many  cities  and  towns 
have  gone  to  the  expense  of  installing  water  meters  as  they  have 
found  the  flat  fee  system  encourages  waste.    An  efficient  funding 
option  may  also  encourage  alternative  use  if  the  primary  use  causes 
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or  single-person,  private  car  usage. 

J^-^^^M..^^  .,,es  into  account  t.e  events 

w^xle  3o»e  .un.i„,  options  .ave  poUticaX  popularity  or  notoriety  ,or 
e^xty  or  e«i=ie„cy  reasons,  so„e  options  .ave  poiiticaX  lives  all 

the  Closer  the  revenue  source,  are  relate,  to  either  the  costs  of  local 
road,  or  the  hene.it,  receive.  .ro„  local  roa.,,  the  „ore  acceptable 
they  are  li.ely  to  be  perceived  by  the  electorate.  Fortunately 
this  rule  of  thu-b  has  consistency  with  both  user  e^ity  and  "value 
of  use"  efficiency. 

Finally,  thi,  report  win  depart  fro»  standard  public  finance 
criteria  in  two  ways,    rirst,  the  three  listed  criteria  will  „ore  fully 
differentiate  the  larger  nuMber  of  state  options  than  the  few 
local  options.    This  i,  due  to  the  nature  of  local  options:  while 
attention  must  be  paid  to  the  theoretical  underpinnings,  the  range 
of  local  options  is  most  constrained  by  the  existing  political 
reality.    i„  ,  sense,  less  latitude  exists  in  considering  reasonable 
local  alternative,,  while  on  the  ,tate  level,  a  broad  range  of 
option,  exist,,  and  i,  thu,  more  conducive  to  a  rigorous  theoretical 
analysis.    The  second  departure  concerns  the  delay  of  the  revenue 
test,   (which  simply  determines  if  the  option  can  do  the  job  by  raising 
enough  revenue.)     This  discussion  appears  later  in  this  report 
(Section  V)  because  a  careful  revenue  test  of  all  options  serves  little 
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benefit  when  many  option,  win  not  warrant  further  consideration. 
Therefore,  the  options  win  receive  an  initial  screening  with  the 
categories  just  discussed,  and  the  strongest  options  will  face  the 
revenue  test  in  Section  V. 


III.        LOCAL  SOTTRCES  OF  FTTHn 

Before  analyzing  the  various  options,  it  is  worth  looking  at  the 
merits  of  local  options  in  general.    Advocating  local  sources  of  funds 
for  improving  the  maintenance  of  local  roads  is  a  reasonable  proposi- 
tion based  not  only  on  the  nature  of  local  roads  but  also  on  the  idea 
that  localities  should  themselves  make  amends  for  their  slowdown  of 
spending  in  recent  years.    Localities  have  given  up  responsibility  for 
funding  many  different  programs  (13)  without  a  state-wide  debate  on  the 
merits  and  problems  of  such  a  process;  in  the  case  of  local  roads,  it  is 
not  fair  for  localities  to  ask  th.  state  for  more  funding  just  to  keep 
local  tax  rates  low. 

In  an  economic  sense,  a  strong  case  exists  for  forcing  localities 
to  be  responsible  for  their  own  road  funding  since  localities  would 
more  efficiently  spend  money  that  they  themselves  had  to  raise.  Voters 
would  have  to  decide  to  raise  the  funds  and  improve  roads  to  a  level 
matching  the  opportunity  cost,  or  next  best  use,  of  funds;  reliance 
on  state  funding  would  not  encourage  this  efficient  expenditure  of 
funds,  for  voters  do  not  see  the  funds  as  coming  out  of  their  own 
pockets.     In  other  words,  the  cities  and  towns  are  better  able  to 
sense  whether  an  improvement  in  local  road  maintenance  would  be  worth 
the  cost. 
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The  disadvantage  of  relying  on  local  fnr,H^«« 

1  iivj        xocai  tunding  sources  is  the 

ability  Of  the  wealthier  towns  and  cities  to  finance  i™prove»ents 
whxle  the  poorer  localities  continue  to  have  inferior  roads.  This 
potential  imbalance,  however,  can  be  partially  corrected  by 
additional  state  help  to  the  poorer  areas,  as  is  done  with  other 
types  of  programs. 

Three  local  options  follow,  beginning  with  Proposition  2  1/2: 

1.   Proposition  2  1/2  Override 

one  sound  policy  would  be  to  simply  allow  the  status  quo  to 
continue.     m  other  words,  localities  currently  have  the  tools  to 
generate  significant  funds  to  fix  their  roads  if  they  perceive  that 
a  strong  case  exists  for  fixing  roads,    with  the  beginnings  of  an 
MAPC  effort  to  educate  the  local  highway  superintendents,  the  towns 
and  cities  will  undoubtably  reach  a  point  in  the  future  where,  if 
they  are  already  up  to  their  Proposition  2  1/2  spending  limits, 
overrides  will  occur.     (Some  towns,  such  as  Hopkinton,  have  already 
overridden  for  this  purpose.)     This  strategy  may  make  more  sense 
than  appropriating  money  through  new  local  means  and  having  the 
cities  and  towns  spend  it  before  they  perceive  a  strong  need. 

Another  favorable  point  for  this  option  is  that  the  revenue 
raised  would  not  be  subject  to  the  revenue  cap  laws,  even  the  more 
stringent  Chapter  555.     In  fact,  of  all  the  local  and  state  options 
presented  in  this  report,  this  is  the  only  non-fee,  non-debt  option 
with  such  an  advantage. 

General  wisdom  has  it  that  overrides  are  hard  to  accomplish. 
This  is  only  partly  true.    The  old  two-thirds  popular  vote  rule,  a 
stumbling  block  in  the  past,  no  longer  exists;  a  legislative  change 
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xn  1986  requires  only  a  majority  popular  vote  to  override,  which 
undoubtably  maJces  for  an  easier  tas..     m  addition,  there  are  three 
different  types  of  overrides,  with  varying  degrees  of  success: 

capital  Ontl.y  ExpenditnrP  Fxrm^inn.     This  requires  a  two- 
thirds  vote  of  the  town  selectmen  or  city  council,  and  a  majority 
popular  vote  by  referendum.     An  affirmative  vote  allows  the  locality 
to  exceed  its  levy  limit  and/or  levy  ceiling  for  the  express  purpose 
Of  raising  funds  for  capital  project  costs.     The  locality  will  collect 
the  additional  amount  of  revenue  for  the  year  of  purchase  only,  m 
FY  1987,  78%  of  such  votes  were  successful:  a  high  rate,  but  perhaps 
not  a  surprise  in  light  of  the  one-year,  stated  purpose  requirement. 
(14) 

Debt  Exclusion.     This  requires  a  two-thirds  vote  of  the  town 
selectmen  or  city  council,  and  a  majority  popular  vote.     An  affirmative 
vote  allows  the  locality  to  exceed  its  levy  limit  and/or  levy  ceiling 
for  the  purpose  of  paying  off  debt  service  costs.     The  locality  will 
collect  the  additional  revenue  only  for  the  duration  of  the  debt 
obligation.  In  FY  87,  77%  of  such  votes  were  successful. 

General  Overrid<?>.     This  requires  a  majority  vote  of  the  town 
selectmen  or  city  council  and  a  majority  popular  vote.     An  affirmative 
vote  allows  the  locality  to  exceed  its  levy  limit  for  permanent 
increased  capacity;  no  specific  purpose  must  be  cited,  unlike  the  two 
other  categories.     This  type  of  override  has  much  less  chance  for 
passage  than  the  other  two;  in  FY  87,  just  40%  of  such  votes  succeeded. 

For  the  purpose  of  local  road  maintenance,  the  implications  are 
that  if  a  town  can  rehabilitate  its  roads  in  one  year  or  fund  the 
work  through  debt,  the  chances  for  an  affirmative  vote  are  good. 
Otherwise,  Proposition  2  1/2  presents  an  obstacle.    Relying  on  a 
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general  override- funding  a  long-term  project  without  issuing  debt- 
is  a  risky  proposition. 

Another  point  requires  serious  consideration.     Data  on  votes 
since  1982  show  that  affirmative  votes  occur  mainly  in  smaller 
communities. (15)     Appendix  1  shows  override  data  for  FY  1987,  and 
illustrates  that  localities  with  populations  of  more  than  10,000 
people  find  it  extremely  difficult  to  override  2  1/2.     in  this 
sense,  forcing  cities  to  rely  on  Proposition  2  1/2  to  fix  their 
roads  makes  little  sense,  even  if  their  roads  become  very  poor; 
the  experience  to  date  shows  that  the  larger  communities,  which 
are  generally  acknowledged  to  have  worse  civic  problems  than  smaller 
communities,  have  much  harder  times  convincing  voters  to  fund  project 

Nonetheless,  this  option  has  merit  in  that  it  allows  voters  to 
explicitly  evaluate  their  willingness  to  pay  for  local  road  work; 
any  revenue  raised  by  this  method  will  not  fall  under  the  revenue 
cap;  and  it  is  an  existing,  relatively  simple  way  to  generate  funds. 

2 .   Auto  Excise  Ta^ 

The  auto  excise  tax  is  a  personal  property  tax  on  the  ownership 
of  automobiles.     The  current  rate  is  $25  per  $1000  vehicle  valuation; 
this  option  would  increase  the  rate. 

The  current  rate  is  significantly  lower  than  it  once  was; 
Proposition  2  1/2  reduced  it  from  a  historical  rate  of  $66  per 
thousand  to  $25  per  thousand.     Proponents  of  the  referendum  initiative 
felt  that  this  excise  tax  had  become  abused  over  time,  and  was  used 
by  localities  as  a  general  revenue  measure  rather  than  a  road- 
financing  measure.  (16) 

If  the  case  is  now  made,  however,  that  more  money  is  needed  for 
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the  specific  purpose  of  maintaining  roads,  then  perhaps  a  rate  raise 
is  in  order,     m  order  to  evaluate  such  a  justification,  one  must 
determine  if  localities  are  spending  the  same  or  more  on  roads  than 
they  collect  by  the  current  excise  tax.       Table  2  shows  what 
localities  currently  spend  on  roads,  what  they  receive  from  state 
reimbursements,  and  what  they  take  in  from  auto  excise  revenues: 

TABLE  2 

Estimated  current  spending  by 

all  localities  on  roads  $347  ^^^^^ 

Reimbursements  bv  the  State 

Chapter  90  matching   $  ig 

Chapter  90  bonds   '  $30 

Chapter  81   •   .   .  | 

Other  '.'/.W  $  31 

Total  spent  by  localities  and 

not  reimbursed  by  the  state  $246 

Amount  collected  by  localities 

from  the  auto  excise  tax  $241 

SOURCE:  Department  of  Revenue,  Division  of  Local  Services 
A  detailed  explanation  of  the  accounts  appears  in 
Appendix  2.    All  figures  are  for  FY  1986. 

As  the  table  shows,  localities  currently  spend  the  same  amount 
on  local  roads  as  they  receive  from  auto  excise  taxes.     If  one  makes 
the  argument  that  roads  need  more  maintenance  work,  then  the  argument 
follows  that  auto  excise  taxes  are  a  logical  method  to  fund  the  . 
work. 

This  option  has  other  strengths:  it  is  easy  to  administer,  for 
local  governments  already  have  this  information  and  the  administrative 
capacity  to  collect  the  fees.  It  is  progressive  since  more  expensive 
cars,  which  belong  primarily  to  the  wealthy,  pay  larger  excise  taxes 
(though  the  tax  is  deductible  from  federal  income  taxes.)  Addition- 
ally, it  has  strength  in  the  user-equity  sense,  since  people  who  drive 
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»ore  tend  to  ovm  newer-and  therefore  ..ore  highly  valued-autos  than 
people  who  drive  less. 

3.   Transportation  utility  Serviri^  fo^ 

The  Transportation  Utility  Service  Fee  (TUF)   is  a  system  designed 
to  assess  property  owners  a  fee  as  if  roads  were  a  utility,  li.e  sewer 
and  water  services.    This  relatively  new  idea  is  justified  by  the 
argument  that  local  roads,  particularly  local  service  roads,  exist 
largely  for  the  purpose  of  local  property  owners,  and  most  other 
taxing  methods  do  not  recognize  this  fact.    Therefore,  though  sometimes 
proclaimed  as  a  user  charge  that  assesses  charges  based  on  costs,  this 
method  actually  assesses  fees  based  on  benefits  received.  Voters 
within  a  jurisdiction  decide  how  much  to  spend  on  local  road  mainten- 
ance, and  the  billing  to  abutters  is  computed.    The  billing  method 
varies;  in  Pocatello,  Idaho,  the  city  uses  the  Institute  of 
Transportation  Engineers'   (ITE)  statistical  study  of  traffic  generation 
by  property  usage  to  assess  charges,  while  in  Fort  Collins,  Colorado, 
the  formulation  is  much  simpler,  with  property  frontage  and  residential/ 
industrial  categories  being  assessed  different  rates.   (Appendix  3 
provides  more  information  on  the  programs  and  their  assessment 
practices. ) 

The  main  strengths  of  this  option  are  its  avoidance  of  Proposition 
2  1/2  and  the  1986  Revenue  Cap  provisions,  and  the  potential  for  an 
excellent  system  of  assigning  charges  based  on  benefits  received.  The 
TUF  system  would  avoid  the  restrictions  of  the  above  laws  because  it 
would  operate  on  a  fee-for-services  basis,  and  both  laws  exempt  such 
systems  from  coverage.    The  second  advantage  merely  reflects  the  fact 
that  a  system  based  (for  example)  on  the  ITE  traffic  generation  charts 
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is  inherently  a  closer  approximation  of  received  benefits  a.ong  classes 
Of  users  than  are  systems  that  assess  charges  based  on  property  or 


auto  value. 


The  disadvantages  include  those  of  a  new  system,  such  as  the 
administrative  costs  of  set-up  and  probable  legal  challenges  (see 
appendix  4) .     This  system  only  approximates  the  road  use  generated  by 
different  land  uses,  and  may  be  called  too  blunt  by  its  critics. 
People  may  perceive  it  as  simply  a  subterfuge  for  residential  property 
taxes,  and  recognize  that  property  taxes,  at  least,  were  deductible 
from  federal  income  taxes  (fees  are  not).     The  groups  sponsoring 
Proposition  2  1/2  would  fight  against  this  system,  and  label  it  as 
merely  an  end-run  around  Proposition  2  1/2. 

SUMMARY  and  the  strongest  npi-inn« 

The  two  options  presented  for  further  analysis  are  the 
Proposition  2  1/2  override  and  the  auto  excise  increase.     The  TUF 
idea  may  have  more  strength  in  the  future,  but  for  now  it  simply 
looks  too  complicated  and  too  controversial  for  generating  revenue 
quickly.     The  two  local  options  shall  be  further  critiqued  in 
Section  V;  the  next  part  of  this  report  looks  at  the  statewide  options. 


IVj  STATEWIDE  SOURCES  OF  FUNDS 

State  aid  to  local  road  maintenance  comes  through  a  variety  of 
sources,  but  predominantly  through  two  types  of  aid:     Chapter  90  and 
Chapter  81  aid.   (For  more  information  on  these  programs,  see  Appendix 
5.)     Before  looking  at  the  specific  state  options,  it  is  worthwhile  to 
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discuss  the  merits  of  broad-based  state  funding  options  in  general, 
one  strength  is  that  the  state  may  be  more  efficient  than  the  cities 
and  towns  in  raising  money  for  local  roads,     it  has  the  administrative 
capacity  already  in  place  and  more  authority  and  experience  in  revenue 
raising.     Also,  the  state  may  distribute  the  money  in  a  more  equitable 
manner;  if  the  responsibility  for  funds  were  solely  on  a  local  basis,  as 
mentioned  above,  then  road  quality  among  wealthier  and  poorer  areas 
might  vary  tremendously,     state  distributions,  though,  could  take  such 
inequities  into  account,  thereby  allowing  a  more  even  maintenance 
standard  across  local  borders. 

On  the  other  hand,  one  must  consider  that  towns  have  been  in  effect 
giving  up  responsibility  for  local  road  maintenance,  and  now  the  state 
would  be  more  involved  without  a  debate  on  the  proper  extent  of  state 
responsibility.     Furthermore,  while  we  may  assume  the  state  can  more 
efficiently  raise  funds  for  local  road  work,  decisions  on  the  spending 
side  are  generally  more  efficient  at  the  lower  level— in  other  words, 
localities  will  more  efficiently  spend  money  that  they  themselves  must 
raise,  since  they  are  less  able  to  perceive  the  opportunity  costs  of 
state  grants. 


This  section  considers  seven  state  funding  options;  for  each  it: 

a.  Shows  how  the  option  is  currently  used,  if  applicable. 

b.  Briefly  evaluates  the  option  using  the  criteria  explained 
above  (equity,  efficiency,  current  attitudes/politics) . 

It  then  summarizes  the  evaluations  and  designates  the  strongest 
candidate — the  gas  tax — for  further  analysis. 


20 


1.    Gen*»-ra1  p^.r^mip 

The  increased  use  of  the  state's  general  revenue  is  a  possibility 
for  funding.     This  option  would  have  the  advantage  of  some  degree  of 
income  equity,  since  part  of  the  state's  general  revenue  comes  from 
the  state  income  taxes;  these  are  somewhat  more  progressive  than  pure 
sales  taxes  and  user  fees.    However,  a  very  loose  connection  exists 
between  the  payment  of  income  taxes  and  road  usage;  the  user  equity 
case  is  extremely  weak.     And  as  the  option  of  more  general  revenue 
support  is  truly  an  option  of  a  higher  state  income  tax  (or  a  cut  in 
another  program,  even  before  taking  into  account  the  revenue  cap) ,  a 
major  disadvantage  of  the  option  is  the  reluctance  of  voters  to  raise 
income  taxes  for  the  use  of  local  road  improvements.  Another  weakness 
of  this  option  is  the  irregular  nature  of  general  revenue 
appropriations-legislative  action  would  be  necessary  on  an  annual 
basis,  Which  would  not  ensure  a  steady  flow  of  funds  for  this  long- 
term  program. 

2 .  State  Bonds 

Another  option  would  be  to  use  more  state  bond  issues.    A  strength 
of  this  is  the  relative  certainty  of  the  funds— unlike  using  general 
revenue,  funds  from  bond  issues  would  be  certain  over  the  ten-year 
project  span.    Also,  bond  issues  have  been  politically  popular  as  of 
late,  and  may  be  a  relatively  painless  way  to  fund  this  work, 
particularly  in  the  face  of  the  revenue  cap. 

However,  using  bonds  has  problems  that  need  careful  consideration. 
Despite  a  recent  reputation  as  a  panacea  for  cities  and  states, 
bonds  have  the  inherent  problem  of  shifting  the  burden  for  payment 
to  a  future  group  of  taxpayers.     In  other  words,  if  the  problem 
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this  report  seeks  to  solve  is  inadequate  funding  by  past  users  of 
roads  (who  presumably  received  the  benefits  of  use  without  making 
corresponding  payments  for  the  proper  upkeep  for  the  roads) ,  then  it 
seems  especially  inequitable   (across  a  time-line  of  taxpayers)  to 
bring  benefits  in  today  while  passing  off  the  costs  (bond  repayments) 
to  future  users. (17)     The  method  of  repayment  seems  a  weakness  also. 
If  the  bonds  are  repaid  through  general  revenue,  then  the  same  loose 
connection  (between  income  tax  payers  and  road  users)  exists,     if  the 
bonds  were  to  be  paid  off  by  receipts  more  related  to  road  use,  such 
as  a  gas  tax,  then  this  weakness  might  be  mitigated,  but  more  often 
than  not,  the  liability  of  bonds  falls  upon  the  general  taxpayer. 

3.   General  Sales  Tay 

Some  states  have  dedicated  portions  of  sales  taxes  to  the 
maintenance  of  roads.     This  is  certainly  a  possibility  in 
Massachusetts,  especially  when  one  considers  the  large  revenue 
potential  of  sales  taxes  compared  to  almost  all  other  taxes.  But 
sales  taxes,  even  those  exempting  items  as  food  and  clothing,  are 
one  of  the  more  regressive  forms  of  raising  funds.    Moreover,  little 
connection  exists  between  the  payers  of  a  general  sales  tax  and  the 
users  of  local  roads.     (Some  would  argue  that  a  sales  tax  on  road- 
use  items  would  solve  this  problem,  and  options  of  this  type— gas  and 
autos — are  addressed  below.)     Some  would  argue  that  since  businesses 
operate  on  local  roads  and  receive  the  benefits  of  transportation, 
they  should  help  pay  for  the  upkeep;  however,  the  costs  of  sales  taxes 
are  generally  borne  by  the  buyers  of  the  products,  not  by  the 
businesses . 
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ib  Title,  p.^4str.tion  j^^iv^r.'  r..,..-  ^..^ 

J      on,  „ec.an.s»  as  weU  as  a  revenue  „ec.an.s„.     r..  ,..3 
-  ^  -i=xe  .i.,e,  .0.  a  two-.ear  ve.,=..  registration 

(57  per  iooo  l.s.  =o»:,er=iaI  vehicle  rate,,  and  S.s  .or  a  4-year 
driver's  license. 

TO  raise  these  fees  would  have  these  advantages  over  the  other 
state  options:     first,  while  the  administrative  costs  of  such  fees  are 
relatively  high  at  13*  ,is),  the  marginal  cost  of  such  increases  .ay  .e 
lower  Since  the  systems  are  already  in  place  C19) ,  and  the  distortionary 

vehicle  purchase  decisions  based  on  registration  and  license  fees. 

such  fee  hikes,  however,  would  face  a  large  e^ity  problem  and 
a  political  problem.    The  equity  problem  concerns  the  flat-fee 
structure,    since  all  pay  the  same  price,  the  fee  hike  would  fall 
disproportionally  on  the  lower-income  vehicle  o«,ers  and  drivers. 
Thus,  even  if  on.  argues  that  vehicle  fees  in  general  are  progressive 
(Since  wealthier  people  are  more  likely  to  own  and  operate  vehicles,, 
within  the  group  of  existing  owners  and  drivers,  the  fees  are 
regressive.    The  political  problem  is  this:  currently,  the  revenues 
from  these  fees  go  to  the  Highway  Fund,  and  this  fund,  which  pays  for 
a  variety  of  programs  connected  with  transportation  needs,  currently 
runs  its  own  deficit,  which  was  almost  $80  million  in  FY  87.(20,  if 
such  fees  were  raised,  strong  interests  might  want  to  see  the 
additional  revenue  placed  in  the  Highway  Fund. 
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5.   Vehicle  Sales  Tav 

The  current  sales  tax  on  vehicles  is  5%  of  the  purchase  price 
minus  the  trade-in  value.     This  is  a  strong  option  in  terms  of 
equity.     it  works  well  for  income  equity  since  wealthier  people  tend  " 
to  buy  more  expensive  cars,  and  would  pay  correspondingly  higher  sales 
tax.     It  also  works  well  in  the  user  equity  sense,  since  people  who 
drive  more  miles  tend  to  "use  up"  cars  faster,  and  buy  new  cars  more 
often,  than  people  driving  less. 

The    disadvantage  lies  in  the  distribution  of  funds:  40%  of  vehicle 
sales  tax  receipts  already  go  to  (general)  local  aid.     If  towns  did 
receive  larger  amounts  under  this  program,  there  is  no  guarantee  the 
funds  would  be  used  for  local  road  maintenance;  the  possibility  of 
earmarking  some  of  the  general  local  aid  funds  to  one  specific  purpose 
seems  a  remote  one.     It  could  work,  however,  if  a  portion  of  vehicle 
sales  taxes  were  distributed  under  a  new  dedicated  account,  and  not  as 
general  local  aid. 


6.  Truck  Weight-Distance  Fees 

Evidence  indicates  that  the  main  cause  of  pavement  deterioration 
is  roadway  traffic  or  use. (21)     If  a  road  received  no  use,  time  would 
ultimately  cause  deterioration  due  to  weather,  soil  conditions,  and 
construction  defects.     But  deterioration  tests  conducted  in  the  1960s 
suggest  that  these  factors  cause  deterioration  largely  by  accelerating 
the  damaging  effects  of  traffic. (22)     Overwhelming  evidence  shows 
that  heavier  vehicles  cause  more  damage  than  lighter  vehicles,  leading 
some  to  believe  that  larger  taxes  and  charges  should  fall  on  the  motor- 
carrier  industry.     One  form  of  such  an  option  would  be  a  weight- 
distance  fee,  whereby  the  state  would  charge  fees  based  on  a  truck's 
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distance  travelled  within  the  state  multiplied  by  a  tax  rate  per  mile 
based  on  the  vehicle's  weight.     The  merit  is  that  the  class  of  users 
causing  much  damage  to  roads  would  be  forced  to  pay  charges  more 
accurately  reflecting  their  cost  of  usage.     Another  strong  argument 
for  this  option  over  the  other  state  options  is  that  revenue  gained 
from  use  fees  does  not  fall  under  the  provisions  of  the  revenue  cap. 

While  the  advantages  of  this  option  stand  out,  the  disadvantages 
are  numerous.    They  include  the  fact  that  a  small  share  of  in-state 
trucking  mileage  occurs  on  local  roads  (as  trucks  stay  on  major 
streets  and  highway,  as  much  as  possible) ;  interstate  carriers  may 
be  subject  only  to  federal  weight-distance  fees  and  therefore  have  an 
advantage  over  local  carriers;  and  the  trucking  lobby  has  significant 
lobbying  power  to  stop  such  an  initiative.    Finally,  the  administrative 
cost  of  such  an  option  i.  uncertain,  varying  from  2  to  11  percent  of 
revenues. (23) 

7.  Gasoline  Tav 

The  state  gasoline  tax  is  currently  lo  percent  of  the  state's 
average  wholesale  price  of  motor  fuel,  adjusted  quarterly,  with 
a  floor  of  11  cents,  which  is  the  current  tax.    This  option  would 
raise  the  tax  on  gasoline. 

The  gasoline  tax  has  significant  strengths,  particularly  in  the 
efficiency  category,     it  serves  as  a  worthy  proxy  to  road  user  fees 
since  gas  usage  varies  with  road  usage,  and  as  such  would  perform 
well  in  the  user-equity  sense,    since  higher  gasoline  prices  force 
people  to  decide  among  transportation  modes,  this  tax  would  have  a 
strength  in  efficiency  as  well.    It  would  force  people  to  consider 
the  unit  costs  of  more  versus  less  driving,  and  if  high  enough. 
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might  encourage  alternative  modes  of  transportation,  thereby  reducing 
the  congestion  problems  in  the  Boston  metro  area.     A  significant 
advantage  to  this  option  is  its  low  administrative  costs:  only  one 
percent. (24)     Also,  there  appears  to  be  growing  public  support  for  " 
higher  gasoline  taxes. 

The  disadvantages  include  making  the  equity  distinction  between 
highway/local  road  use,  the  tax's  regressive  nature,  the  potential 
distortionary  effect,  and  the  certain  battle  over  who  takes  the 
revenue.     The  equity  distinction  concerns  where  most  of  the  gasoline 
is  used;  in  actuality  that  is  on  the  highways,  making  one  wonder  whether 
highway  travelers  should  pay  for  local  road  maintenance.     The  tax, 
like  most  all  user  fees,  will  fall  harder  on  low-income  drivers  than 
others.     The  potential  distortionary  effect  involves  the  action  of 
neighboring  states.    While  they  currently  have  higher  gas  taxes  than 
our  own  (see  Appendix  6),  if  this  state  were  to  significantly  raise  its 
gasoline  tax  without  corresponding  raises  in  neighboring  states,  then  an 
incentive  (related  to  the  size  of  the  differential)  would  exist  for 
drivers  to  cross  state  borders  for  their  purchases.     The  certain 
battle  for  revenue  would  follow  because  of  this  option's  relative 
political  popularity — many  groups  have  their  eyes  on  this  option  to 
help  solve  their  problems,  and  would  want  a  piece  of  any  increased 
intake. (25) 


SUMMARY  and  the  Strongest  State  Option 

To  help  with  the  sorting  of  the  options,  Table  3  summarizes  the 
options  and  lists  their  most  compelling  strengths  and  wealcnesses. 
Based  on  the  above  discussion  and  this  table,  the  gasoline  tax  increase 
stands  out  as  the  strongest  state  option.     The  gasoline  tax  is 
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straightforward,  simple,  a  good  proxy  for  road  us.,  a  way  to  encourage 
other  .Odes  of  transportation,  and  a  relatively  less  painful  tax  than 
other  state  options,  particularly  since  gasoline  prices  have  drooped 
considerably  fro»  the  levels  of  two  years  ago.     Voters  are  not  apt  to 
resist  this  as  much  as  other  state  options;  the  real  problem,  as 
mentioned  before,   is  that  once  chances  for  a  gasoline  tax  increase 
look  good,  many  groups  will  come  forward  to  claim  a  piece  of  the 
increased  revenue. 


Table  3 
SUMMARY  OF  STATE  OPTIONS 


U»«r  IncooM        C«n«ral  Politic* 

Equity        Equity  Efficiency 


General  Revenue  1 

0 

B 

1  0 

1     Not  dependable  for  I 
1     long-term  projects  1 

State  Bondj  1 

D 

B 

1  0 

B 

1     Not  a  good  Idea  for  { 
1     catch-up  spending  1 

General  Sales  | 
Tax  1 

0 

0 

c 

C 

1     Extremely  Regressive  | 

Title,  Registration,  | 
License  Fees  1 

c 

c 

c 

C 

1     Overall  mediocrity  1 

Auto  Sales  Tax  | 

B 

A 

B 

c 

1     Overall,  not  a  1 

1     bad  option.  1 

Truclc  W«lghc-0l4ta&c«| 
Fees  1 

A 

C 

B 

0 

1     Large  political  { 
1     problems  1 

Gasoline  Tax  | 

A 

c 

A 

A 

1     Very  strong,  except  | 
1     for  regresslvlty  { 

RATING:  A  Excellent        B  Good 

C  Fair  D  Poor 
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^  THE  STRONGEST  STATE  AND  LOrAL  OPTTOUg 

This  section  develops  further  the  three  most  workable  options: 
the  gasoline  tax  just  discussed  above,  and  the  two  local  options, 
the  Proposition  2  1/2  override  and  the  auto  excise  tax  increase. 
It  explains  the  options  in  more  detail,  and  explores  the  revenue 
possibilities  of  each.     At  the  same  time,  the  report's  focus  moves 
from  the  consideration  of  individual  options  to  a  "systems"  approach 
by  examining  the  theory  of  combining  state  and  local  options  into 
a  coherent  funding  system. 

A  Shared  Burden  and  Matching  Consideration 

As  noted  in  Section  II  of  this  report,  a  strong  case  exists  for 
having  both  localities  and  the  state  contribute  to  the  funding  of 
local  road  maintenance.     The  nature  of  the  road  system  is  such  that 
some  roads  have  largely  local  benefits  while  some  roads  have 
distinctly  public  benefits.     In  public  finance  terms,  localities  are 
better  able  to  sense  a  "willingness  to  pay,"  while  the  state  has  the 
ability  to  efficiently  collect  a  gasoline  tax  that  can  then  act  as  an 
incentive  for  localities  to  spend  their  own  money. 

Logically,  the  state  will  want  to  continue  the  "matching  grant" 
idea  that  drives  much  of  state-local  operations.     But  the  model  used 
for  matching  should  not  be  the  one  currently  used  with  the  Chapter 
90  (operating  fund)  program.     The  state  uses  Chapter  90  funds  in  a 
way  that  ensures  localities  will  spend  the  money  on  substantial 
roadwork — construction  and  reconstruction.     Localities  cannot  use 
the  money  for  routine  maintenance.     The  matching  system  currently 
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requires  the  localities  to  pay  the  following  proportion  for  different 
types  of  work: 

♦♦Construction  &  Reconstruction  o% 

(State  aid  primary  system  roads) 
♦♦Construction  &  Reconstruction  25% 

(All  other  roads) 
♦♦Routine  Maintenance  on  All  Roads  ioo% 

While  the  program's  intentions  are  good,  one  must  consider  the 
negative  incentives  presented  by  the  different  matching  rates,  m 
a  time  of  tight  fiscal  conditions,  a  local  highway  superintendent 
knows  that  providing  needed  routine  maintenance  for  a  road  today  will 
cost  the  town  a  sum  of  money;  if  he  lets  the  road  deteriorate  to  the 
point  where  it  needs  substantial  work,  the  work  will  be  paid  for  out 
of  Chapter  90  and  cost  the  town  little  or  nothing,     m  other  words, 
the  structure  of  Chapter  90  runs  counter  to  the  principle  of  spending 
a  little  today  to  save  a  large  amount  later.     While  the  town  or  city 
saves  its  own  funds  by  letting  roads  deteriorate,  the  cost  to  society 
is  enormous.     (it  may  be  that  the  Chapter  90  framework  contributes  to 
the  local  road  maintenance  woes.    This  is  not  an  indictment  directed 
against  Massachusetts  and  its  highway  superintendents  in  particular- 
Roger  Vaughn,  an  economic  development  specialist  and  author  of 
The  Wealth  of  Stateg,  recently  listed  perverse  road  maintenance 
incentives  as  a  problem  of  many  states. (26)) 

This  leads  to  the  conclusion  that  the  matching  framework,  for 
existing  Chapter  90  funds  as  well  as  additional  funds,  should  at 
least  be  uniform  across  all  types  of  maintenance  work.  Some 
analysts  might  even  go  so  far  as  to  favor  larger  matches  for  routine 
work,  with  the  idea  that  the  emphasis  should  be  on  preventive 
maintenance;  this  report,  however,  builds  on  the  idea  of  neutral 
incentives  favoring  neither  routine  nor  substantial  maintenance. 


29 


Revenue  Forecaal-g 

This  section  examines  the  three  options  in  more  detail, 
particularly  with  respect  to  how  much  revenue  they  might  raise.     As  ' 
indicated  in  an  earlier  section,  the  statewide  goal  is  roughly  $440 
million  annually  for  ten  years  to  bring  all  roads  to  excellent 
condition,  and  $350  million  annually  to  bring  all  roads  to  reasonable 
condition.     In  light  of  the  difficulty  in  raising  funds  for  any 
increased  program,  particularly  one  of  this  magnitude,  this  report 
will  show  in  detail  how  the  $350  million  might  be  raised. 

1.  Gasoline  Tax. 

The  calculations  for  gasoline  revenue  are  relatively 
straightforward.    With  roughly  2.5  billion  gallons  purchased  in  this 
state  on  an  annual  basis  (27),  every  cent  increase  in  the  gasoline  tax 
will  yield  about  $25  million  in  revenue,  before  making  adjustments  for 
the  elasticity  of  demand  and  the  possibility  that  buyers  will  go  out 
of  state  for  cheaper  gasoline.     In  general,  a  slightly  higher  tax  on 
gasoline  in  one  jurisdiction  will  not  lead  to  large  cross-over 
purchasing;  in  particular,  Massachusetts  has  a  lower  current  gasoline 
tax  than  any  neighboring  state  (see  Appendix  6) . 

This  report  recommends  an  increase  of  five  cents  per  gallon  in 
the  tax  floor,  from  the  current  11  cents  per  gallon  to  16  cents  per 
gallon.     Such  an  amount  would  raise  significant  revenue  without  raising 
Massachusetts'  gasoline  tax  much  higher  than  that  of  surrounding 
states  (it  would  still  be  lower  than  the  Connecticut  tax.)  with 
prices  currently  in  the  $1  per  gallon  range,  the  five  percent  (five 
cents)   increase  with  a  long-run  elasticity  of  -.76  would  mean  a  3.8% 
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decrease  i 


in  gasoline  sales. (28)     The  resulting  revenue  would  be: 

Sales    (long  run) 

2.5  billion  x  -3.8%  ,   >,nc  w -. -,  • 

2.405  billion  gallons 

Price 

Marginal  revenue  to  local  roads  .os  cents  per  gallon 
Available  Revennia 

(An  understatement,  as  short  run      <?T)n  ^^n- 
elasticity  is  smaller)  ^     °  imllion  annually 


Thus,  a  five  cent  per  gallon  increase  in  the  floor  level  of  the 
current  gasoline  tax  would  raise  at  least  $120  million  annually,  a 
later  section  of  this  report  will  address  how  the  state  should 
distribute  this  money,  particularly  since  any  amount  raised  falls 
under  the  purview  of  the  1986  Revenue  Cap. 

2.  Proposition  2  1/2  Overrides. 

This  local  funding  option  must  be  included  since  it  is  a 
current  system  and  will  undoubtably  be  the  choice  of  some  communities. 
It  also  represents  the  simplest  solution  and  one  that  does  not  fall 
under  the  purview  of  the  1986  Revenue  Cap.     The  relevant  question, 
then,  is  not  whether  this  option  shall  come  into  use  but  how  much  an 
organization  like  the  MAPC  should  rely  on  such  a  mechanism  to  meet  its 
policy  objectives.     This  report  recommends  that  MAPC  not  rely  on 
Proposition  2  1/2  overrides  as  a  major  revenue  option  for  the 
following  reasons:     (a)  As  already  mentioned,  larger  communities  have 
an  especially  hard  time  obtaining  the  political  support  for  overrides 
of  any  sort,   (b)  In  addition,  general  overrides  are  especially 
difficult  to  accomplish,  and  capital  outlay  expenditure  exclusions  are 
generally  not  appropriate  for  this  purpose,  which  leaves  only  the  debt 
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exclusion  option.     (c)  While  some  localities  will  use  the  debt 
exclusion  option,  it  cannot  be  recommended  as  a  panacea  for  all. 

Even  if  we  disregard  the  problems  above,  Proposition  2  1/2  will 
not  bring  in  the  sort  of  revenue  needed  for  a  project  of  this 
magnitude.     since  its  inception,  Proposition  2  1/2  overrides  totalled 
the  following  amounts  (cumulative  through  April  1987)    (29) : 

Debt  Exclusion  $45.5  million 

Since  FY  1983 

General  Override  $19.5  million 

Since  FY  1983 

TOTAL  $65.0  million 

These  figures  are  underestimates  since  the  reported  figures  do 
not  include,  for  example,  debt  voted  upon  but  not  issued,  as  well  as 
debt  voted  upon  for  future  years.    (3  0)     Furthermore,  the  capital 
outlay  expenditures  option  first  came  into  use  in  FY  1988,  and  will 
see  greater  use  in  the  future.     But  the  point  remains  that  $65  million 
raised  over  five  years  does  not  come  close  to  the  amount  needed. 
Clearly,  the  MAPC  should  encourage  the  use  of  Proposition  2  1/2 
overrides  to  help  fix  local  roads,  but  should  not  depend  on  it  as  a 
significant  method  of  raising  funds. 

3.  Auto  Excise  Tax. 

An  auto  excise  tax  rate  increase,  aside  from  the  advantages 
mentioned  earlier  in  this  report,  has  the  potential  to  raise  large 
amounts  of  funds.    With  the  current  rate  of  $25  per  thousand,  the 
state's  localities  receive  about  $240  million  annually  (31).  This 
report  recommends  a  rate  increase  to  $50  per  thousand  valuation, 
which  would  still  leave  the  rate  below  its  pre-1982  level  of  $66 
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per  tKousan..     TMs  rate  i„=r  ouZ.  .rin,  to  the  towns  a.out 

^^*0  „ixuon  annually  for  use  on  local  road  Maintenance,  „Mch 
=o».lne.  wit.  t.e  ,iao  Million  of  t.e  state  ,as  tax  Increase  woul. 
su»  to  t.e  total  of  »«o  Million  annually,  ,ust  over  the  target  of 
»50  Million.  (3.,  However,  as  the  next  section  explains,  this  new 
rate  should  vary  aMong  cities  and  towns,  allowing  cities  and  towns 
to  set  their  own  rates  based  on  how  „u=h  road  worlc  they  needed 


^ — THE  IDEAr.  PACKAr.F 


What  Should  the  overall  revenue  package  look  like?    As  stated 
earlier,  the  state  should  raise  revenue  froM  an  increased  gasoline 
tax  to  match  increased  revenue  raised  at  the  local  level.  The 
Matching  system  should  undergo  changes.    While  the  exact  matching 
ratio  need  not  be  determined  here,  the  system  should  at  the  very 
least  have  uniform  matching  across  different  types  of  maintenance 
work,  and  thus  not  lead  to  the  current  situation,  where  localities 
have  a  strong  incentive  to  delay  routine  maintenance.    While  the 
foregoing  revenue  forecasts  show  a  $120  million/$240  million 
(gas  tax  revenue  to  auto  excise  revenue)  ratio,  or  a  1:2  state/local 
Matching  grant,  other  ratios  would  work.    Additional  relevant  issues 
for  this  report  are  discussed  below:  the  general  framework  of  local 
road  maintenance  aid,  the  variable  auto  excise  rate  settings,  the 
role  of  Proposition  2  1/2  overrides,  and  the  poor  incentives  of  the 
current  Chapter  90  matching  program. 

TOe  geneyal  Framework  for  Aid,    a  separate  fund  should  be 
established  at  the  state  level  for  the  additional  gasoline  tax  revenue 
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It  would  then  be  earmarked  for  local  road  maintenance.     The  revenue 
cap  implications  remain  unclear?  at  best,  the  earmarking  itself  may  " 
avoid  the  revenue  cap  limits,  and  at  worst,  a  clause  may  have  to  be 
attached  to  the  bill  exempting  this  additional  gas  revenue  from  the 
revenue  cap.     (This  assumes  that  state  revenues  will  reach  their 
statutory  limits  in  the  future,  as  was  the  case  in  FY  87.) 

A  Variable  Excise  Rate.     The  state  should  set  a  maximum  $50 
per  $1000  auto  excise  rate  and  then  allow  localities  to  set  their 
own  rates;  rates  should  only  be  permitted  to  rise  above  the  current 
$25/1000  if  the  locality  spends  all  incremental  funds  on  local  road 
maintenance.     In  this  way,  localities  already  doing  a  good  job  on 
roads  need  not  raise  their  rates,  which  may  even  provide  an  incentive 
for  sound  pavement  management.    The  revenue  cap's  ramifications  on 
this  variable  rate  remain  uncertain;  a  strict  interpretation  of 
Chapter  555  argues  that  the  additional  authorized  revenue — computed 
at  the  new  ceiling  rate  of  $50/1000— must  be  calculated  into  the  state 
total.     But  if  the  rate  is  not  only  variable  across  localities,  but 
variable  within  one  locality  over  time,  the  issue  is  more  complex. 
Possibly,  a  rate  rising  to  fund  only  the  rehabilitation  of  local 
roads  for  a  temporary  period  of  time  may  not  fall  under  the  Chapter 
555  restrictions. 

The  state  should  match  all  funds  raised  at  the  local  level. 
Not  only  should  the  state  match  incremental  auto  excise  receipts, 
but  it  should  also  match  revenue  provided  for  road  maintenance  by 
Proposition  2  1/2  overrides,  as  well  as  funds  provided  by  towns 
through  regular  budget  processes.     In  this  sense,  the  localities 
would  have  the  choice  of  raising  funds  through  the  measure  best 
suited  to  their  needs. 
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The  money  the  stPite  currently  spends  i-h.-o„ah  its  rh.pi-.>. 
program  should  go  into  the  new  s^.tg  matching  p^^^^.^      ^  wise 
policy  would  involve  consolidating  both  parts  of  Chapter  90-the 
operating  funds  and  the  bond  money-with  the  new  gas  tax  revenue  to 
match  the  local  revenue.     This  would  simplify  the  system  and 
eliminate  the  perverse  incentives  of  the  current  Chapter  9  0  system. 


VII.  RECOMMENDATTOMfi 


This  report  has  looked  at  the  funding  of  local  roads  from  a 
broad  perspective.     It  has  tried  to  combine  sound  economic  analysis 
with  a  sensitivity  to  the  larger  political  realities  in  order  to 
build  a  general  strategy  for  MAPC's  efforts  to  fund  increased 
maintenance.     Much  of  the  work  needed  in  this  area  will  involve 
detailed  negotiations  and  compromises,  as  well  as  sensitivity  to 
issues  not  foreseen  at  the  time  of  this  report.     But  some  of  this 
report's  basic  principles  will  carry  the  overall  strategy  quite  far: 
ensuring  that  revenue  sources  have  a  strong  relation  to  costs  of 
road  usage  or  benefits  received;  the  need  for  combined  state  and  local 
funding;  the  need  for  sound,  rational  maintenance  incentives  for  local 
officials;  and  the  idea  of  flexible  funding  sources  to  allow  towns 
to  raise  only  as  much  money  as  is  directly  necessary.     These  ideas 
will  form  the  backbone  of  the  MAPC's  efforts,  even  if  negotiations 
distort  many  of  this  report's  provisions. 

This  report  recommends  that  the  MAPC  pursue  the  following 
courses  of  action: 


35 


An  Ingreas.  in  the  st.t>  g.snHpn  f.ir      The  MAPC  should 
propose  a  five-cent  per  gallon  increase  of  the  base  level  of  the 
current  law,  with  the  incremental  revenue  allocated  to  a  new  local  ' 
road  maintenance  fund. 

An  increase  in  the  auto  pyri^P  r^y      The  MAPC  should  propose 
that  localities  be  permitted  to  increase  the  auto  excise  tax  from 
the  present  $25  per  $1000  valuation  to  as  much  as  $50  per  $1000 
valuation,  with  the  proviso  that  revenue  raised  at  rates  higher  than 
$2  5  per  $1000  go  to  increased  spending  on  local  road  maintenance. 
This  tax  increase  would  raise  the  majority  of  local  revenue  for  this 
purpose,  though  Proposition  2  1/2  overrides  for  the  express  purpose  of 
increased  local  road  maintenance  would  also  raise  local  funds. 

Establish  a  new  fund  with  new  matching  Incentives.     The  MAPC 
should  begin  working  on  detailed  plans  for  a  new,  dedicated  fund  for 
local  road  maintenance.     Such  a  fund  is  necessary  to  avoid  the  limits 
of  the  1986  Revenue  Cap,  as  well  as  to  avoid  the  problems  of  the 
current  Chapter  90  program,  which  favors  substantial  maintenance 
over  routine  maintenance.     Ideally,  the  funds  currently  under 
Chapter  90  could  be  absorbed  into  the  new  fund,  but  the  political 
strength  of  the  Massachusetts  Department  of  Public  Works  and  other 
entities  will  preclude  any  near-term  action.     For  now,  the  MAPC 
should  ensure  that  the  new  money  raised  by  the  increased  state 
gasoline  tax  goes  into  the  new  account,  which  should  have  neutral 
incentives  for  substantial  versus  routine  maintenance. 
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Finally,  the  MAPC  should  take  the  above  recommendations  and 
lobby  not  only  at  the  state  level,  but  also  at  the  local  level 
since  much  of  the  proposed  program's  success  or  failure  win  hinge 
on  how  well  localities  understand  and  support  its  provisions.  The 
MAPC  Should  coordinate  its  advocacy  of  increased  funding  with  the 
other  regional  planning  agencies,  with  the  influential  town  managers 
and  highway  superintendents,  and  other  relevant  local  contacts.  The 
key  to  this  plan  should  be  the  mix  of  minds  and  dollars  from  both 
the  state  and  local  levels  to  solve  a  problem  that  one  level  cannot 
solve  alone. 
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APPENDIX  1 

Proposition  2  1/2  Overrides  By  Category 
of  Override  and  Size  of  Community 

are  di$li rn??^^°''  next  page  shows  how  general  overrides 

are  airricult  for  communities  of  anv  ^4-  ^^  ^^«^^-i-aes 

i''"°'-"*P*=''^^*ly'  "hich  limits  how  much  flith  one 
Place  great  faith  m  the  exact  percentages,  the  general 
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APPENDIX  2 
Further  Explanation  of  Table  2 


Estimated  currpnt  spenf^inrr  hv  ior-aii^.-«^ 

as  reported  by  localities  on  i-h2T^  m        ■  °"  ^^^^  is 

is  the  amount  spen?  by  tlwSs  on  all  f^Jn^^^^^  Schedule  A.  it 
roads-not  just  maintenan^  functions  related  to 

Reimbursements  by  the  stai-o. 

Chapter  90  matching:  restrictions  on  these  funds  force  towns  to 

for  ^n^^^""  T  ^^^^t^ntial  road  maintenance; 
for  more  information,  see  Appendix  5 

Chapter  90  bonds:        the  state  issues  bonds  and  gives  the 

Sf?n^fnL^°  localities  for  substantial  road 
maintenance;  no  matching  requirement 

Chapter  81:  partial  reimbursement  to  localities 

for  construction,  maintaining,  and 
policing  their  roads;  no  matching 
requirement;  for  more  information, 
see  Appendix  5 


Other: 


comprised  of  Special  Revenue  Funds, 
Capital  Projects  Fund  and  Special 
Assessment  Funds 


Total  spent  by  localities  anH  not  reimhurc^H  by  the  si-;*i-o. 
this  IS  the  total  local  spending  on  roads  !ess  state 

Sat^?^"n^r^^-  Reconst^c?ion  and 

tr^n!??^      account  was  not  included  since  the  funds  go  to 
transit  purposes  (MBTA  fringe  communities)  or  to  aeneral 
revenue  (non-MBTA  communitils)  .     More  in^irSIt^onrSdix  5. 

Amount  CPU ected  by  localities  frnn,  the  auto  ^^ni.. 
^^^^        from  the  FY  87  Tax  Recapitulation  Sheet.  


SOURCE:  MA  Department  of  Revenue,  Division  of  Local  Services 
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APPEKDIX  3 

Transportation  Utility  Service  Fee  (TUF)  Systems 

system  of  assessing  Iharqes      ^t  if  v!,^^'^"?'  =°l°"do 
the  Fort  Collins  mItertarL  a'suiSa^^^^f "Sl'^icat^lio"'"^ 
Idaho  system,  which  uses  the  InstitutI  of  iran«Srtatlo; 
Engineers  methodology,  a  more  complex  svata»    ?S^^  < 

lo";ello°"^5!S;  ""hi"  lep^Sie^ra^t'?^^'"^ 

Pocatello,  Idaho  city  manager's  office.) 

*See  Appendix  4  for  an  article  on  litigation. 
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§  108A.5  FORT  COLLINS  CODE  §  losA-T 


ynnnuun  uLiia^  lu..  Tin.. d^.^,:^ . 

.K^r;  "'■">-">fl"^-nl-n     I    ,nmnMlir  bli.l.u  J  ,.  .tU.n 

§  108A-G.    City  to  maintnin  local  streets;  exception. 

The  city  shall  maintain  all  accepted  local  streets  within  city- 
owned  land  aty  rights-of-way  and  city  easements  and  may 
mamtam  other  accepted  local  streets  within  or  adjacent  to  the 
c  ty  Such  local  streets  specifically  exclude  private  streets  and 
streets  not  yet  accepted  by  the  city  for  maintenance. 

§  108A-7.    Determination  of  utility  fee. 

The  fee  established  herein  shall  be  based  upon  the  following 
factors:  the  amount  of  frontage  in  linear  feet  that  each  lot  or 
parcel  has  on  the  right-of-way  of  an  accepted  street;  the  base  rate 
maintenance  cost  for  each  foot  of  frontage:  and  the  developed  use 
of  the  property  (which  includes  the  amount  of  vehicular  traffic 
generated  by  the  property).  The  Director  shall  determine  the 
category  that  shall  apply  to  each  lot  or  parcel  within  the 
guidelines  herein  set  forth  and  shall  establish  the  fee  in  accordance 
with  the  category  of  use  and  the  following  factor.<?: 

A.  Frontage.  Except  as  otherwise  herein  defined,  the  frontage 
of  each  lot  or  parcel  shall  be  measured  along  the  right-of- 
way  of  the  street  on  which  the  property  is  located.  In  the 
case  of  a  lot  or  parcel  having  frontage  on  more  than  one  (1) 
street,  the  frontage  shall  be  measured  along  all  streets  on 
which  the  lot  or  parcel  haa  frontage, 

B.  Base  rate.  The  base  rate  maintenance  cost  shall  be  $0.0143 
per  foot  of  frontage  per  month  for  all  developed  properties 
within  the  city. 

C.  Categories  of  developed  use.  Each  lot  or  parcel  shall  be 
placed  by  the  Director  in  a  specific  category  of  developed 
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4  .  23  -  8-1 


42 


§  108A-7  TRANSPORTATION  UTILITY  §  lOSA-S 

use.  which  category  shall  be  based  upon  the  actual  land  use 
of  the  subject  lot  or  parcel.  Such  categories  shall  include: 

(1)  Single-family  residential. 

(2)  Multifamily  residential. 

(3)  Nonresidential. 

D.  Traffic  generation  factor.  The  traffic  generation  factor  for 
each  categoi7  of  developed  use  shall  be  as  follow: 

Category  of  Use  Generation  Factor 

Single-family  residential  i.oo 

Multifamily  residential  0.65 

Nonresidential  4,00 

E.  Fee  formula.  The  monthly  fee  for  each  lot  or  parcel  shall  be 
calculated  according  to  the  following  formula: 

Monthly  fee  =   (base  rate)    X    (frontage)   X  (traffic 
generation  factor) 

F.  Minimum  and  maximum  fee.  Notwithstanding  the 
foregoing,  the  minimum  charge  for  any  lot  or  parcel  shall 
be  seventy-five  cents  ($0.75)  per  lot  or  parcel.  In  the  case  of 
any  lot  or  parcel  whose  category  of  developed  use  is 
determined  to  be  multifamily  residential,  the  monthly  fee 
shall  be  not  less  than  the  equivalent  of  seventy-five  cents 
($0.75)  per  month  per  dwelling  unit,  nor  more  than  one 
dollar  and  fifty  cents  ($1.50)  per  month  per  dwelling  unit. 
In  the  case  of  a  lot  or  parcel  of  land  having  frontage  on 
more  than  one  (1)  street  and  having  a  category  of 
developed  use  determined  as  single-family  residential,  the 
total  street  frontage  shall  be  divided  in  half  for  the  pur- 
poses of  determining  the  fee. 


§  iOtA  8i    DilliHg  uuJ  coIIllUuu  uf  fee. 

Tha  faa  gkft^l  hilled  and  aoUeatod  with  iho  menfchly  Htilifcy  hiti 
ft  ah<e»iete  ai' pareela  utiliaiwg  city  utilitiej -tmd'-bfHed  and 
cuUnjtcd  8^X11  alii)!  fui  Lliuse  luts  ut  p^imla  and  uwneis  thereof 
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MEIKOD  USED  BY  POCATELLO,  IDAHO  ' 
AO  HOC  COMMITTEE  OP  PUBLIC  WORSS  PROPESSIONALS 

STBEET  A}(D  AKTERIAI,  FUNDING  PROPOSAL 


PurpoM 


The  purpose  of  the  committee's  prooosal  v.ouid  be  to  establish  ,  

the  state  level,  the  .ocai  opt.on  for  mun.=,oaIities     ^        or  w^h     ^  " 

than  IS  currenUy  possible.  j^se 


Proposal 


The  proposal  is  to  amend  state  law  to  permit  oities  and  towns  to  classify  their  st-eet 
«.d  arterial  systems  as  a  separate  enterprise  and  utUity.  similar  to  the  status  of  water 
sewage  and  drainage  systems  as  they  c'^renUy  exist.  Specificailv,  our  proocsai  is  to 
pass  the  attached  legislation  which  would  aUow  cities  and  towns  to  charge  fees  against 
owner,  and  occupants  of  property  for  the  use  of  streets  placed  m  the  separ-^e 
enterprise  and  utility  system. 


Ne«d 


It  IS  generally  agreed  among  municipal  officials  and  public  works  professionals 
throughout  the  State  of  Washington  that  our  roadway  systems  are  suffering  from 
substantial  underfundiny.  Few  new  roads  are  constructed,  even  where  known  neea 
exist,  and  the  operation  and  maintenance  of  existing  roads  has  placed  many  of  them  in  a 
badly  deteriorating  state.  Evidence  of  this  is  to  be  seen  in  the  unfunded  UAS  program 
still  before  the  State  Department  of  Transportation  and  in  annual  reports  of  the  cities 
and  counties,  as  well  as  the  state  DOT.  A  good  summary  of  the  unfunded  needs  facing 
the  cities  of  Washington  is  to  be  found  in  the  report  on  street  funding  prepared  by  the 
Association  of  Washington  Cities  for  the  State -Legislative  Transportation" Committee, 
dated  July  13,  1980,  a  copy  of  which  is  attached. 
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There  is  no  question  but  that  gas  tax  revenues  have  not  been  sufficient  to  keep  up  witn 
the  underlying  commitment  to  operation  and  maintenance  now  facing  the  cities 
counties,  and  the  state. 

This  proposal  is  designed  to  provide  more  reliable  funding  at  the  local  level  for  the 
municipal  problem  of  streets  and  arterials.  A  similar  approach  could  be  taken  at  other 
levels,  such  as  counties  and  the  state;  however,  other  means,  we  believe,  are  more 
appropriate  there. 

Ste^  Required 

1.  Obtain  legislative  permission  at  Lhe  state  level  for  local  option  funding  decisions. 

2.  Take  action  at  the  local  level  to  establish  street  and  arterial  systems  as  a  utility 
function  of  the  municipality. 

3.  Pass  the  necessary  ordinances  to  define  the  street  and  arterial  system  and  to 
establish  the  basis  for  future  bonding  and  rate  structures. 

4.  Establish  actual  rate  structures  and  billing  procedures,  using  the  municipalities' 
existing  systems. 

5.  Revise  current  budgets,  or  budgets  to  be  developed  in  the  subsequent  years,  to 
reflect  the  change  in  funding  sources  for  streets  and  arterials  to  provide  the 
higher  level  of  operation,  maintenance,  and  capital  investment  that  would  be 
possible  once  adequate  funding  is  obtained. 

Determination  of  Specific  Costs  Within  the  Municipality 

The  accounting  system  established  by  the  state  BARs  system  allows  us  to  readily 
determine  the  money  spent  for  street  and  arterial  operation,  maintenance,  and  capital 
investmenL  Usually  included  in  the  BAR  accounts  for  streets  and  arterials  are  street 
construction,  street  maintenance,  street  sweeping,  street  lighting,  drainage,  sidewalk 
and  catch  basin;  traffic  signals  and  signaiization,  signing,  and  certain  other 
miscellaneous  costs  related  to  the  development  and  continued  functioning  of  the  street 
and  arterial  system. 
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To  Uies€  normally  budgeted  acccimts,  one  would  add  the  capital  program,  whether  35 
debt  service  if  revenue  bonds  were  used  to  fund  streets,  which  would  be  possible  if  't 
were  a  utility;  or  as  certain  other  budgeted  capital  and  LID  programs.  Once  all  costs 
hAve  been  established,  together  with  what  other  sources  of  income  in  terms  of 
contributions  from  other  departments  or  ser/icss  that  were  rendered  and  charged  for  on 
a  separate  basis,  the  total  income  needs  would  be  determined.  From  the  total  costs  one 
would  subtract  the  income  from  the  gas  tax  which  would  be  assumed  to  continue,  any 
income  for  specific  capital  improvements,  such  as  UAB,  block  grants,  EDA  or  other 
sources,  charges  against  new  development  (i.e.,  system  development  charges),  and 
finally,  one  would  determine  the  net  cost  to  be  determine  the  net  cost  to  be  f-onded 
locally  through  a  system  of  charges  and  taxes. 

With  the  total  local  cost  known,  the  total  number  of  funding  units  in  the  municipaiity 
would  be  divided  into  this  amount  and  this  would  become  the  annual  or  monthly  charge 
for  street  and  arterial  systems.  There  are  many  ways  of  determining  the  exact  rate 
structure,  some  of  which  will  be  discussed  in  the  next  section. 


Metho<ii  of  Service  Charge  Determination 

The  basic  concept  of  any  utility  is  to  charge  users  of  that  utility  on  the  basis  of  their 
use.  This  is  done  in  water,  sewerage,  and  drainage  on  a  regular  basis  and  we  believe  it 
can  be  done  for  transportation  facilities  if  one  adopts  certain  basic  criteria  in  the 
beginning. 

There  are  a  number  of  alternatives  available  for  establishing  service  charge  rates  within 
a  municipality.  The  basis  for  rates  could  be  based  on: 


Residential 

1.  Common  charge  for  single-family  units 

2.  Equivalent  charge  for  mult: family  units 

3.  Number  of  vehicles  owned 

4.  Number  of  garage  or  parking  stalls 

5.  Lot  area 

6.  Institute  for  Transportation  Engineers  (ITE)  standards 
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AN  EXAMPLE 


Expenditures  for  the  Annual  Street  Budget='$  2,000,000 
Income 


Gm  tax  related  revenues,  including 
state  shared  revenues  and  i«  jas  tax 
funds 

Miscellaneous  fees  and  charges 

Local  funding,  currently  primarily 
from  general  fund  property  taxes 

Total 

Number  of  Char?able  Service  Units 
Gross 

1.  15,000  single-famay  dwelling 
units  ^  1  SFU/unit 

2.  5,000  apartments  and  condos 
@  O.S  SFU/unit 

3.  400,000  GSF  restaurants 
@  20  SFJJ/LOOQ  GSF 

4.  3,000,000  GSF  commercial 
mixed»  ^  S  SFU/ljQQO  GSF 

5.  5,000,000  GSF  industrial^mixed 
<a  1.0  SFU/1,000  GSF 

6.  1,000,000  GSF  institution,  mixed 
C  2.0  SFU/1,000  GSF 

TOTAL  SFU  BILLABLE 


$  500,000 


100,000 
1,400,000 

52,000,000 


SFU  Ecuivalents 
15,000 


3,000 
8,000 
15,000 
5,009 
2.000 

48,000 


SFU:  Single-family  unit, 
where  1  unit  is  equal  to: 

an  ITE  trip  generation  rate 
of  10  average  weekday  trip 
ends  per  unit.    A  flat 
monthly  charge  is  assessed 
for  each  SFU.  Different 
amounts  of  SFUs  are  used 
for  different  land  uses. 
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a*f«  lod  Ch«^  -  Assumins  aU  local  costs  recovered  t.-,roush  service  cha.- 


Hate  per  SFUe^ivalent      =  '  tlMlO^OOO?    S29.I7/SFLVY.  o. 

43,C0:  SFU  2.40/SFU/Montn 


Restaurants,  30,000  GSF  x  20  SFU  x  S2.40  = 

1000  GSF  * 


J144.00/MO. 


Commercial  100,000  GSF  x  3JFU  x  S2.40  =  .QQ  QO/\f. 

IqoTgSF  51,200.00/Mo. 

Industrial  100,000  GSF  x      IJFU  x  S2.40  =  $240  00/Mo 

TOOTCSF  5240.00/Mo. 

Final  charges  can  be  adi'usted  by  adjusting  the  AWVTE  equivalents  that  define 
each  land  use  category. 

TTiis  example  assumed  that  aU  local  costs  would  be  paid  througl,  user  servic-  char^-s 
This  is  not  likely  to  be  the  actual  case,  smce  there  .s  a  strorj  rafohaje  for  confnu' rz 
to  provide  some  tax  support  to  the  street  and  artenal  program  and,  Uke  other  utilities 
the  street  ut:Uty  should  coUect  some  form  of  system  develooment  char^-s  (SDC)' 
against  new  development.   For  a  city  the  size  of  our  example,  in  a  normal  economic 
year  we  could  expect  at  least  a  five  percent  growth  in  SrU  equivalents,  or  2.400  SFU 
Assuming  an  SDC  charge  of  even  5200  for  an  average  dweUing,  this  would  produce  an 
income  of: 


2.400 

x  200  =  $48,000/year 


Additionally,  if  we  assume  that  at  least  25  percent  of  the  local  funding  would  continue 
to  be  tax  supported,  the  net  funding  from  service  charges  would  be  reduced  to: 


Local  funding  required  $1,400,000 

less  tax  support  of  25%  -350,000 

less  SDC  fees  -  48.000 

Net  local  funding  from  $1,002,000 
service  charges 
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RAte  per SFU  equivalent  =  SLQ02.000  j  , 

=  51.66/S?U/Month 

Obviously,  many  variations  in  final  rate  stnicture  are  possible  and  only  a  careful 
economic  analysis  can  develop  the  b«st  prc^am  for  each  jurisdiction. 

Public  Sa/eguanii 

State  law  requires  cities  to  keep  accurate  and  uniform  records  of  ail  income  and 
expenditures  related  to  streets  and  arterials.  Cities  must  also  file  annually  updated  six- 
year  capital  construction  work  plans  with  the  state.  Almost  all  cities  also  prepare 
annual  needs  surveys  and  work  plans  related  to  the  repair  and  maintenance  of  streets 
and  arterials.  As  a  result  of  these  records  it  is  unlikely  that  a  city  .vouid  charge 
expenses  other  than  street  and  arterial  costs  to  a  street  utility.  However,  normal  city 
administrative  and  overhead  charges  are  and  should  be  allocated  to  all  utilities  and  city 
functions. 


Since  decisions  related  to  such  a  utility  would  be  made  by  the  local  elected  officials, 
there  is  an  assurance  that  puolic  input  and  information  would  be  a  part  of  that  decision- 
making process.  The  public  would  be  asked  to  contribute  more  money  to  the  city  budget 
as  a  result  of  the  street  utility  approach;  however,  the  need  for  additional  investm.ent  in 
streets  and  arterials  is  well  documented  and  should  receive  a  high  level  of  public 
support. 
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APPENDIX  4 
TUF  Systems  in  Court 


The  next  page  outlines  the  situation  of  the  Fort  Collins 
Colorado  TUF.     It  was  struck  down  in  court  because  it  was  fouAd 
to  be  a  property  tax,  and  the  Colorado  constitution  does  not 
allow  such  a  tax.     The  city  has  appealed  the  verdict.  The 

^^''^l^Ti^®  groups  filing  suit  claimed 

the  TUF  system  was  an  invalid  approximation  for  assessing  fees. 

The  resolution  of  these  cases  will  go  a  long  way  toward 
determining  whether  or  not  (a)  the  TUF  is  a  disguise  for  a 
property  tax,  and  (b)  the  ITE  assessment  system  is  a  worthy 
approximation  of  road  benefits  received  by  entities. 
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APPENDIX  5 

Information  on  Existing  state  Local  Road 
Maintenance  Programs 

major  programs;  many  other  minor  programs  exist    such  as 
economic  development  funds  that  mly  |o  to  locll  road 

pa?ror?Se'4tat!  •^^^P  si  westem 

part  of  the  state,  but  their  overall  impact  is  small. 
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DSTKLIS 


MASSACHUSE""S  OEPi^riET  C-  -'JSLIC  WORKS 
State  Aid  Programs 

•;a^e  0-  ^-oqrim:    State  Aid  Highway  (sonetiT.es  called  ^'Chapter  50"; 

Author- ration :    Massachusetts  General  Laws  C.  90,  S.  3A 

Funding:    Aporoori ati on  Item  in  Annual  Budget  (e.g.,  Ch.  234,  158-:, 

also  Supplementary  Transportation  Bond  Issues  (e.g.,  Ch.  537,  1533) 

Contact  Person:    District  State  Aid  Engineer  (see  Appendix  0) 

-iiiount  of  "unds:  The  Depart.nent  notifies  the  duly  authorized  local  c---:'a'5 
after  eacn  year's  appropriation  of  the  amount  allocated  to  their  ccmmuni t' es . 
This  Is  deterrnined  by  the  following  formula: 

5Qa^^  (#  of  miles  of  Public  Ways  under  City/^own  control) 

(total  4  of  miles  of  Public  Ways  in  Commonweal tn  under  City/Town 
control ) 

25 J  (City/Town's  Population) 

(Commonwealth  of  Massachusetts  Population) 

of  Persons  Employed  In  City/Town) 
(#  of  Persons  Employed  in  Corranonweal th ) 

Purpose  of  Program:  Construction,  reconstruction,  and  improvement  incUcv-.c 
surface  treaiments  on  all  approved  public  ways  which  qualify. 

Eligible  Activities:    All  operations  on  the  travelled  way  of  new  locations  or 
wnere  considerable  reconstruction  is  to  be  undertaken.  Including  resur-acing 
(the  minimum  shall  be  3/4"  course  with  a  continuous  length  of  500');  and  otne 
work  incidental  to  the  above  such  as  preliminary  engineering,  including  State 
Aid/Consultant  Design  Agreements,  right-of-way  acquisition,  shoulders,  s':e 
road  approaches,  landscaping  and  tree  planting,  roadside  drainage,  structures 
(including  bridges),  sidewalks,  traffic  control  and  service  facilities,  stree 
lighting  (excluding  operating  costs),  and  for  such  other  purposes  as  the 
Department  may  specifically  authorize. 

Local  Share  Requirement; 

Not  Required  -  For  work  on  State  Aid  Primary  System  roads 

2.5%  '  -  For  local  roads  not  on  the  State  Aid  Primary  System 

Local  Responsibility: 

I.  Effective  February,  1984,  the  design  and  construction  decisions  for  Chaoia 
Projects  are  the  responsibility  of  the  Municipality. 

I. Funds  from  the  1983  Transportation  Bond  Issue  (Ch.  537)  were  distributee  =s 
grant  to  each  Municipality.    The  Munlcloality  is  reaulred  to  -lie  wl-h  t.-e 
Of'^ice  an  Initial  Advisory  Report  "or  eacn  project  be'^'cre  exrerc'ic  :,-e 
a  -'"nal  Advisory  Report  w'nen  eacn  ("Chaoter  50  Bond  Issue  -"eject"  's  ::-t 
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1.  i^CPW  notifies  cormunities  of  their  allocation  and  inforra^'ion  on  ^^ii-v- 
act'vities  under  this  program. 

2.  Cormuni-y's  duly  authorized  official  sends  letter  to  Dis^ri--  'J^-"^way 
^ng^neer  lis-'ng  intended  nighway  oroject  requests  for  the  co'mi -c'vea- 
Priorities  should  be  limited  to  projects  that  will  be  done  tnatyear.' 

3.  A  .'Memorandum  of  Agreement  (.^A)  of  funds  will  be  sent  to  the  ^cvn^c^'-y 
for  signatures.    3oth  signed  cooies  will  be  returned  to  the  "istri-* 
The  District  will  check  the  MA's  and  forwara  them  to  Boston  of-*ic*"fcr 
processing. 


4.  For  each  project,  "Chapter  90"  Project  Request  Form  (forms  available 
District  Office)  must  be  submitted  along  with  an  attached  orelininary 
estimate  showing  anticipated  quantities  and  cost  of  project.    If  tne 
submittals  are  complete  and  correct  this  will  expedite  the  District 
State  Aid  Engineer's  review  and  approval. 

5.  Approval  by  the  District  Highway  Engineer  is  necessary  prior  to  the  start 
of  the  project.    No  expenditure  for  reimbursement  from  these  funds  shall 
be  made  before  receipt  of  approved  Project  Request  Form  and  approval  to 
proceed  from  the  District  Highway  Engineer. 

5.     These  State  Aid  funds  are  reimbursement  funds  so  initial  funding  needs  to 
be  voted  at  a  Town  Meeting  or  by  City  Council.    The  town/city  will  be 
notified  by  the  Department  of  the  amount  and  Chapter  of  funding  source. 
The  District  State  Aid  Office  will  advise  as  to  the  monies  depending  on 
the  type  of  project  to  be  constructed  (Primary  or  Local). 

7.     An  approved  layout,  easement,  and  takings  necessary  for  the  project  must 
be  obtained  by  the  Town/ City  before  the  project  begins. 

3.     Although  the  municipality's  adopted  no  bid  limit  by-law  may  be  S4Q00.C0 
or  less,  to  avoid  the  possibility  of  inadvertently  exceeding  the  lecal 
limit,  any  item  anticipated  to  exceed  the  expenditure  of  that  amount 
should  be  advertised  for  bid. 

9.     The  Department  has  established  a  list  of  the  maximum  rates  for  Hired 
Equipment  and  Town  Owned  Equipment  that  have  been  furnished  to  the 
municipality.    If  Hired  Equipment  cannot  be  obtained  for  these  Rates, 
you  may  advertise  for  bids  on  the  equipment  needed,    'he  municipality 
is  reminded  of  Ch.  149,  S.  27:    A  schedule  of  prevailing  wages  -'or 
public  works  projects  involving  the  lease,  rental,  or  otner  arrangement 
for  the  use  of  automotive  or  other  vehicles  and  equipment  must  be' 
included  in  the  bid  specifications. 

3.     Orders  for  items  supplied  by  the  Correction  Industries  must  be  made  out  : 
the  municipality  and  sent  to  the  Massachusetts  Deoart:::ent  of  Corrections. 
Division  of  Prison  Industries,  Post  Office  3ox  135,  :;or-oik,  MA  ZP.Izq 
prior  to  the  start  of  construction.    If  they  cannot  supply  tne  item,  a  :: 
of  the  prison  release  must  be  attacned  to  tne  Recuest  -or  Rei~Dursar-ent . 
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Advertised  projects  valued  at  550,000  or  more  must  have  oraauali-iad 
Contractors;  state  this  requirement  in  Notice  to  Contractors. 

A.  "ChaDter  90"  Request  for  Reimbursement  alona  with  Payroll  and  Ecuiomen- 
,-orm  .HcD  600)  and/or  Materials  Fcrm  (HE:  454)  can  be  submi^-aci  -n  a 
timely  basis  after  start  of  construction.    The  Request  for  Reimbursemen- 
snould  only  be  submitted  for  substantial  amounts.    These  forms  will  be 
available  at  the  District  Office.    Please  note,  these  forms  must  iav« 
cneck  numbers  or  signatures  and  signatures  of  highway  official,  selectmen/ 
nayor  and  town  accountant  or  city  solicitor.    There  are  certification* 
statements  on  the  Request  for  Reimbursement  Form  attesting  a'ccuracy 
anq  tnat  requirements  nave  been  met  as  to  orocedures,  bids,  rates, 
etc.    An  invoice  preoared  by  the  District  will  be  forwarded  to  3oston 
for  processing  and  payment  or  reimbursement. 

All  bills  will  be  retained  on  file  by  the  municipality  in  accordance 
with  Executive  Order  #195  (April  27,  1981). 

The  municipality  should  daily  assign  a  sworn  weigher  to  any  plant  supplying 
materials  where  weigh  slips  will  be  used  to  determine  quantity  of  bituminous 
concrete  for  roadway  paving. 

The  Town/City  should  daily  assign  a  plant  inspector  to  any  plant  supolying 
bituminous  concrete  or  cement  to  insure  a  quality  product.  Certificates 
of  compliance  shall  be  required  on  any  material  not  covered  by  plant 
inspection.    All  materials  must  conform  to  the  Department's  Standard 
Specifications. 

When  the  project  has'  been  completed,  the  town/city  shall  prepare  and  submit 
a  Chapter  90  Project  Final  Report  Form  with  Final  Request  for  Reimbursement. 

The  District  Highway  Engineer  will  report  that  the  work  has  been  completed 
based  on  documentation  received  from  the  city/town  and  the  Request  for 
Reimbursement  is  processed. 

The  use  of  outside  engineering  services  for  design  and  construction  will  be 
acceptable  for  payment  from  State  Aid  Funds;  however,  the  engineering 
services  shall  be  submitted  by  a  registered  professional  engineer  with 
a  reputable  background  of  satisfactory  performance,  provided  prior 
approval  for  engineering  services  has  been  obtained  through  the  • 
Department. 
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CHAPTER  81  EETAII^ 


MASSACHUSc"S  rc^ARTMENT  OF  ^UBLIC  WORKS 
Sta:2  Aid  Programs 

■ia-e  or  ^^c.-^m:     Highway  ,-uncj  3.L.  Ch.  31  S.  31;  1980,  Ch .  577,  S.  3 

(A  Cherry  Sneet  I:2in) 

^^:"or'  :3ti  jn :    >'as3achusa::3  Gene-al  Laws,  Chapcsr  31,  S.  31 

f\^n^j_nc:    Acorcoriacicn  Itam  in  -Annual  Sucge:  (321,131,200.  app-opr- a:ed  for  -'^ 

ocntact  ^g^son:    District  3t3t3    Aid  Engineer  (see  Aocendix  0) 

-iTQunt  of  Funds :  The  amount  each  community  receives  is  cete-^ined  f'cm  •;r,-o-'~a 
ooi'ectad  oy  tne  '''OPW  for  ^-oad  ."nileage,  iTiotor  venicie  "egi  sfat'ons ,  :.-:e  ec-a"' 
property  valuations,  and  the  certifying  report  completed  and  .'"efj'*nec  :o  tre  '''C 
each  year  on  its  HSD-077  ."orm  (see  attached). 

Purpose  of  Program:    Partial  reimbursement  as  an  offset  to  the  municipalities 
fpr  cpsts  (not  reimbursed  by  Chapter  90)  in  constructing,  maintaining,  and 
policing  their  public  ways.* 

•  1  iqible  Act!  v1  ties :    See  attached  HED-077  Fonn.    .Note  that  "policing"  is  for  a 
operations  naving  to  do  with  the  direction  or  control  of  traffic  by  enforcement 
of-1c1als  on  city/town  travelled  ways.    Allocating  uo  to  25  percent  of  pve'-all 
police  budget  to  traffic  "policing"  as  defined  here  is  acceptaole. 

L:c3l  Share  Requirement:    None;  however,  it  Is  recommended  that  the  amount  : 
Z'nerry  Sheet  item  be  made  avallaole  for  the  repair  and  maintenance  of  t.ie 
municipality's  highway  Investment. 

^-pcedure  -or  Cbtalnirc  Allocation: 

1.  Community  is  advised  of  Its  allocation  on  its  "cher-y  sheet." 

2.  City  Council/Town  Meeting  votes  to  approve  ' ts  annual  nlgnway  puccet. 

3.  Chief  elected  official  submits  HED-077  letter  :p  mcPW  District  ■•ig.'^way 
Engineer  certifying  the  amount  expected  to  be  incurred  dur-lng  t.^'e 
'jpcpming  fiscal  year,  for  the  constructing,  maintaining  anc  pol'^c'rg 

of  its  public  ways  1n  accordance  with  Ch.  31,  S.  31  of  :r.e  3ene'*a:  _iws. 

On  or  about  December  Ist,  tne  Comml ss'cne'*  of  *ubl*':  Wc-ks  r2'*t*'-'23  :p 
the  Commissioner  of  Revenue  the  estimated  amounts  -ecui-ec  :e 
distributed  to  each  city  or  town  uncer  tn'S  legislation. 

5.     'he  State  Treasurer  distributes  tp  the  c't'es  and  towns  app'-ox'-ate * y 
fifty  percent  of  the  amount  pr-'or  :o  Cecemcer  31;:,  arc  :.-e  oa'^.^te 
on  or  oe^'ore  Jun'S  30tn  of  :.":e  ■pi  lowing  year. 


nx^i^/u  r^O^STHJCTION  AND  MAI>7rENANCE 
DETAILS^ 


Sta-e  Aid  -"cc-ars 

2  c    a  i  n  ~  9 1  a  n  c  5 
a  '.'3-:  3cr~un ''I '  2S 

Au:-cr- :n :    Acts  of  '971,  Chapter  323 

Oistr:ct  State  -id  3ng1'^eer  (m;  '■oe^.'^^-ix  J) 

^--C'.nt       ''j^ds :    On  the       '33  the"":/  sheet,  t.-e'-e  a-e  f.vo  tatecc'^s  - 

tne  272  communities  outside  of  the  '-'BTA  district  and  2)  tr^e 'sc'-prnrun* 
-.."e  --inge  of  the  mbta  core  area.    MAPC  com,muni  t'es  in  :he     -srcatecorv '3 
Acton,  Sellingham,  Bolton,  Soxooroucn,  Car'isle,  £s3ex,  -oxoorcucn" '^"an<: * 
•j'oucester,  HoUiston,  Hudson,  ipswich,  Littleton,  .Mar  t  boroucn^  Mecway7  .'-l^' ' 
Reexport ,  Southborough ,  Stougnton,  Stow,  Wrentham. 

MA?C_ communities  in  the  latter  category  are:  Ashland,  Bedford,  Beverly,  3r 
Burlington,  Canton,  Cohassat,  Concord,  Danvers ,  Oover,  Quxbury,  rramingnam, 
-amilton,  Hanover,  Hingham,  Holbrook,  Hull,  Lincoln,  Lynnflela,  Manc-este'*! 
.'"arshfleld,  Maynard,  Medfleld,  Middleton,  Millls,  Natick,  Needham,  Nor-'olk! 
'iorth  Reading,  .Nor^ell,  iNor^ood,  Peabody,  Pembroke,  Randolph,  Readinq,  Roc:< 
Scituata,  Sharon,  Sherborn,  Stoneham,  Sudbury,  Toosfleld,  Waloole,  Way^anc, 
•■ie'"esley,  Wenham,  Weston,  Westwood,  Weymouth,  Wilmington. 

^'jroose  of  ^rocram/E'!  igib^e  Activities: 

F-^nqe  M8TA  Communities:  Eligible  activities  are  limited  to  those  r^er- 
tainlng  to  mass  transportation  services. 

'ion«'''B7;  Communi  t^'es :    Although  funds  may  oe  used  -or  any  lun'c'oal 
service,  orere'-ence  snouid  be  given  to  nignway  anc  transit  teveiocment 
activities. 

.tea'  Snare  Reou"' "ements :  .None 

-"tcecure  -c-  Obtaining  Allocation: 

Community  is  advised  of  Its  allocation  :n  ':3  'c.-ie^-y  3.-:eet". 

2.      Around  th2  second  Tuesday  of  Marc.*:,  tne  State  '"eas-re'-     st." tutes 
the  amount  allocated  to  the  272  cit'es  and  towns  -nca'*  th-s  t-tc-a.-; 
:.-e  '-^CPW  distributes  the  amounts  -or  :re  30  t'fes,  ttwrs  :u-'-g  t-e 
second  tuarter  of  the  state  "iscal  year  ,'0ctooe'*-0ece~oe'"  . 


H'chway  'scons  tr'jcf  on 
H^gr-way  i  *.'-ans':  --•nz 
(A  Cher-v  Sheet  itamy 
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APPENDIX  6 

Information  on  Surrounding  States'  Gasoline  Taxes 


The  map  on  the  following  page  shows  current  gasoline 
taxes  in  states  surrounding  Massachusetts.     The  Rhode  Island 
ThrSL  ^^^v""?^  include  a  2%  oil  company  gross  earnings  tax. 
The  New  York  figure  is  an  approximation  for  the  Albany  area 

.SS      o  L 6*  ^°^nty  sales 
yax,  ana  a  2.75%  oil  company  gross  earnings  tax.     (New  York 
information  from  Mr.  William  Frank,  NY  Department  of  Taxation 
and  Finance,  Audits  Division.     All  other  information  from  The 
Road  Information  Program,  Washington,  D.C.) 
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NOTES 


(1)  ICMA,   The  Municipal  YearbnrtVr  1986. 

(2)  Ibid. 

(3)  Massachusetts  Taxpayers'  Foundation,  Concrete 

Realities: The  Capital  Needs  of  Massachusetts  cities  and 
Towns  and  the  State's  Assistance  Strategy.  1982,  p. 7. 

(4)  Ibid. 

(5)  Metropolitan  Area  Planning  Council,  Funding  the 

Rehabilitation  and  Reconstruction  of  Locallv-Maintained 
Roads  in  the  MAPC  Region.  October  1987,  p.  10. 

(6)  The  MAPC  study  found  that  approximately  44%  of  locally- 

maintained  roads  in  the  greater-Boston  area  are  in  fair  or 
poor  condition,  i.e.,  in  need  of  immediate  care. 

(7)  MAPC  study,  p. 25. 

(8)  The  Road  Information  Program,  An  Analysis  of  the  Economic 

Benefits  of  A  Highway  Repair  Program  in  Massachusetts. 
August  1982,  p. 4.     The  exact  figure  was  $497.5  million  a 
year  for  ten  years,  which  would  improve  all  roads  and 
bridges.    The  MAPC  figure  includes  neither  state- 
maintained  highways  nor  bridges,  and  is  $60  million  less 
thAn  TRIP'S  figure,  even  before  adjusting  for  inflation 
between  1982,  and  the  date  of  the  MAPC  report,  1986. 

(9)  Massachusetts  Taxpayers'  Foundation  1982  report,  p.  11. 

(10)  Interview  with  Mr.  Don  Page  of  the  MDPW  Bureau  of 

Transportation  Planning  and  Development,  23  February  1988. 

(11)  Conversation  with  Mr.  Kevin  Malley  of  the  Fiscal  Affairs 
Division,  Executive  Office  of  Administration  and  Finance, 
17  February  1988. 

(12)  Robert  Tannenwald,  "Massachusetts'  New  Tax  Cap:  Needed 

Discipline  or  Excessive  Restraint?"  New  England  Review. 
Federal  Reserve  Bank  of  Boston,  p. 10. 

(13)  The  idea  of  localities  surrendering  autonomy  and  fiscal 

responsibility  to  the  Commonwealth  is  a  key  theme  of  the 
Massachusetts  Senate  Ways  and  Means  document  Agenda  90; 
A  Voice  for  Local  Government,  prepared  for  the  FY88  budget 
process;  Proposition  2  1/2 's  constraints  have  played  a 
large  part  in  this  trend. 
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(14)   The  percentage  of  successful  override  figures  in  this  section  . 

are  from:  Massachusetts  Department  of  Revenue,   Division  of  Local 
Services,   Proposition  2  1/2  Overrides.  Association  of  Town 
Finance  Committees  Ninth  Annual  Conference,  December  8 
1987.  ' 


(15)  From  the  Massachusetts  Department  of  Revenue,  Division  of 

Local  Services,  pamphlet  titled  Proposition  2  1/2 
Overrides:  A  Report  on  Massachusetts  Municipalities  Use  to 
Date  on  the  Override  Provisions  of  Proposition  2  1/2. 
April  87.    An  example  is  on  page  6:  "All  successful 
(general)  overrides  have  been  voted  by  towns;  no  cities 
have  been  successful  (since  1982)   in  voting  overrides." 

(16)  Conversation  with  Mr.  Chip  Faulkner  of  Citizens  for  Limited 

Taxation,  12  February  1988. 

(17)  If  bonds  fund  a  capital  budget  project  with  benefits  for 

future  users,  then  a  better  argument  exists  for  bond  use; 
however,  in  this  case  much  of  the  work  is  "catch  up"  for 
previous  neglect,  and  bonds,  which  pass  off  costs  to 
future  users,  are  less  appropriate. 

(18)  Dr.  Anthony  Kane  and  Mr.  Thomas  Cooper,  A  Preliminary 

Evaluation  of  Potential  Sources  of  Revenue  for  Hiahwav 
Finance.  Federal  Highway  Administration,  draft,  p.  24. 

(19)  Such  a  high  administrative  cost — 13% — may  be  warranted  due 

to  the  regulatory  nature  of  the  system.     In  other  words, 
the  administrative  costs  are  not  due  solely  to  collection 
efforts,  as  is  the  case  of  a  gas  tax.    Here  the  purpose  of 
the  program  is  regulatory  as  well  as  revenue  generation. 

(20)  Conversation  with  Mr.  Kevin  Malley  of  the  Fiscal  Affairs 

Division,  Exacutive  Office  of  Administration  and  Finance, 
17  February  1988. 

(21)  Jose  Gomez-Ibanez  and  Mary  O'Keefe,  The  Benefits  from 

Improved  Investment  Rules:  A  Case  Study  of  the  Interstate 
Highway  System,  report  prepared  for  the  U.S.  Department 
of  Transportation,  Office  of  University  Research,  July 
1985,  pp.  36-37. 

(22)  Ibid. 

(23)  Kane  and  Coooper,  p.  24. 

(24)  Ibid,  p.  23. 
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(25) 


runs  a  deficit    thSn  L^o.^ih        *  Highway  Fund  currently 
imaediatlly  gobb^erurin?o'?t?"LrtMrdi:r"?" 

unxLi  th^  citiMi^riU^^i'i^  r2,i^?ri?ir^:Lr^^^"""' 
^Sn!veri!rc:L^?d%e^:"s^fL^s!;::it-  rL%^r?^ss--"^ 

(27)  From  the  Federal  Highway  Administration. 

^^Lf^^r;"^"  elasticity  is  -.21,  and  the  numbers  are 
Trfnsfi.  Administration  estimates  from  FiLS^ 

Tyansitt  Alternatives  for  Lor;.!  goyernm^ni- ,  Preoared  bv  tho 

is^T  Srban'Mff Administration,  Washlngton^^Sfc  , ''Lr  the 

(29)  From  the  DOR  source  cited  in  (15)  pp.  5  and  8. 

(30)  Ibid. 

(31)  current  data  from  DOR's  Division  of  Local  Services-  the 

number  represents  funds  collected  for  the  s^cified  fT.r.i 

'""'^  ^^^'^^^^^  ^^^^  '-"'-^  previous 


(32) 


The  revenue  forecast  for  an  auto  excise  rate  of  50/1000  is 

Is  Sn^l^i^errebitf''^^;  ^^^""^  a;nua( '?S?ake 

18  unclaimed  rebates  of  car  owners  who  have  obtained  a  new 
or  used  auto  after  paying  the  entire  excise  bin  Sn  the 
?fr^?hL*^^°*  tSiir  previous 

f  rib!?!^  "^^^  ""J*^"  ?  rebate;  the  rate  of  those  who  claim 

?ed:^r?hriiv^i::/'^"  *  "'^"^^ 
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